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• • • 

Cross-Examination, 

By Mr. Goldberg: 

• • • 

[2391] Q. Did I understand yon to say that Exhibit 72 in 
this proceeding, which I now hand you, provides for the 
delivery of electric energy to Penn Water by Metropolitan 
Edison? A. Provides for the interchange arrangements 
whereby Penn Water has and does and is receiving energy 
and other interchange services, frequently of a capacity 
nature, from Metropolitan Edison—yes, sir. 

Q. Would you say Penn Water and Safe Harbor re¬ 
ceive that electric energy? A. Safe Harbor is not a 
named party to this contract. 

Q. Aside from the fact it is not a named party would 
you say that it receives electric energy from Metropolitan 
Edison under Exhibit 72? A. No, I would not say it did. 

Q. Suppose it were a named party? Would you say 
that it did? A. I would; yes. 

Q. Did I understand you correctly? Did you say that 
Pennsylvania Power and Light Company, under Exhibits 
76 and 77 furnishes electric energy to Safe Harbor and 
Penn Water? A. I think so. 

Q. Will you point out the provisions? A. Article 
Roman numeral VIII of Exhibit 76 being the Lancaster 
Power Supply contract of May 1, 1933, between [2392] 
Pennsylvania Power and Light and Penn Water and Safe 
Harbor provides that interconnection and parallel opera¬ 
tion will be undertaken as promptly as possible and that 
arrangements will then be made for an equitable division 
of the cost of any changes in the facilities, etc. 

Exhibit 77, which is a letter agreement of April 28, 
1939, between Pennsylvania Power and Light and Penn 
Water and Safe Harbor, is a supplement, or an amend¬ 
ment, to Exhibit 76 and provides in paragraph 11 thereof 
for economy interchange, in paragraph 12 for emergency 
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interchange, and in paragraph 14 for the joint use of 
transmission facilities for those purposes. 

Q. In other words, the provisions for firm power 
supply and interchange are part of the same agreements. 
Is that right! A. They are incorporated in the same 
contracts; yes. 

Q. You just referred to the joint use of transmission 
facilities. 

What transmission facilities of Safe Harbor are 
jointly used in connection with Exhibits 76 and 77! A. 
Paragraph 14 reads in part as follows: 

“In order to secure the greatest practical bene¬ 
fit”- 

Q. Let me interrupt. Paragraph 14 from what ex¬ 
hibit! A. Exhibit 77, which is the letter agreement of 
April, 1939. 

“In order to secure the greatest practical benefit 
in [2393] the utilization of those tie-in facilities in 
the Harrisburg and Lancaster areas which may be 
available to either party providing a path between 
Generating Companies and Receiving Company in 
parallel with the path owned by or available to third 
parties with whom both parties are interconnected,” 
—I will not read the rest unless it later becomes 
necessary. 

Those are the facilities providing a path between gen¬ 
erating companies and receiving companies, some of them, 
of course, owned by Safe Harbor and some by Penn Water 
and some by Pennsylvania Power and Light, and refer¬ 
ence is here made to other facilities owned by third par¬ 
ties outside of this contract which are neither owned or 
operated by any of the parties to the agreement. 

Q. Who are the third parties not named in that agree¬ 
ment! A. Metropolitan Edison Company, Edison Light 
and Power of York, and I believe the Philadelphia Electric 
Company and the Pennsylvania Railroad. 
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Q. What facilities of the Pennsylvania Railroad? 
A. As I explained a few minutes ago, the interchange of 
energy and capacity over the facilities of the railroad are 
of a little different nature in operation from those in any 
other interconnection agreement. It frequently occurs 
that- Penn Water and Safe Harbor will supply to the 
Pennsylvania [2394] Railroad Company at Safe Harbor 
energy and capacity in excess of its “Contractual require- 
ments 7 ' which I am using here in a technical sense and 
not a legal sense, and at such times such electric services 
are used by the Pennsylvania Railroad to meet its re¬ 
quirements on other sections of its electrified system. 

Meters have been installed at several points on the 
Pennsylvania Railroad's electrified system for the purpose 
of determining the amount of such excess energy used by 
the railroad on its other sections and such capacity and 
energy and other services are accounted for as though sold 
to the Philadelphia Electric. 

When electric services are furnished by the Philadel¬ 
phia Electric to Penn Water and Safe Harbor in the re¬ 
verse direction, the principle is just the reverse. 

Electric services are furnished by the Philadelphia 
Electric and used by the railroad to meet its requirements 
in what we refer to as the contractual load area of Penn 
Water, Safe Harbor, Consolidated Gas Electric Light and 
Power Company of Baltimore, and when such services are 
received and so used by the railroad in that section of 
their system which is normally supplied from Safe Har¬ 
bor it is accounted for as being energy and other electrical 
services delivered by Philadelphia Electric to Pennsyl¬ 
vania Water and Power Company under the interconnec¬ 
tion agreement which I indicated [2395] a few minutes 
ago had not been so far identified in these proceedings. 

Q. I didn't hear the description of the facilities of 
the Pennsylvania Railroad. You spoke about the opera¬ 
tions but I didn't hear you describe the precise transmis¬ 
sion facilities of the Pennsylvania Railroad. A. I en- 
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deavored to point out that it is a matter on the one hand 
of Penn Water and Safe Harbor supplying services to the 
railroad’s transmission system and these being then trans¬ 
mitted or carried by the railroad to whatever part of 
their system they may desire, and, on the other hand, 
when Philadelphia Electric Company may supply the rail¬ 
road services in excess of their contractual requirements 
the railroad transmits that capacity and energy and other 
services to the section of the railroad system which is 
normally supplied from Safe Harbor. 

It is in that way that the railroad’s facilities are used 
really by themselves rather than by us, but it forms a 
parallel path over which, at least for accounting purposes, 
we directly consider that power flows, energy flows, and 
other electrical services flow from Penn Water on the one 
hand to Philadelphia Electric on the other hand. 

• • • 

[2396] Q. I am trying to understand your answer. 

You said by “Us”, and then you said it was not exact, 
you were referring to the joint use of facilities in Exhibit 
77. I say by whom? A. There are several paths, and 
by paths, I refer to electric transmission lines, over which 
electric power, energy and other services are transmitted 
as interchange between Penn Water and Safe Harbor on 
the one hand and between their Pennsylvania customers 
on the other. It becomes necessary for operating pur¬ 
poses to account for the power flows on each of those 
parallel paths separately. Recognition frequently is given 
to that fact, that energy and capacity, reactive and other 
services, may actually be transmitted over one path though 
finally received by or used by a third party with whom 
Penn Water and Safe Harbor may have a direct path, but 
because of electric operations of the integrated systems 
it is not possible to control the flow of capacity, energy, 
reactive and other services over the single path between 
Penn Water and Safe Harbor on the one [2397] hand, for 
instance, and Pennsylvania Power and Light on the other 
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bnt rather some of those services may flow over one or 
more of the other parallel paths. 

• • • 

[2398] The Witness: I will refer to Exhibit 37. The 
parallel path yon first asked me to describe which includes 
certain of the railroad’s facilities are in part shown on 
Exhibit 37. Between the main generator bus at Safe 
Harbor and the railroad’s facilities there is, first, a 25,000 
K. W. frequency changer which permits conversion of 
three-phase sixty cycle electric services to 25-cycle single- 
phase electric services. 

In parallel electrically with that frequency changer 
are two water-wheel generators of approximately 30,000 
kilowatt [2399] capacity each, providing for the supply 
of 25-cycle single phase service. 

These three machines are connected by an electric 
cable system owned by Safe Harbor through the hill to a 
sub-station owned by Pennsylvania Water and Power 
Company adjacent to the project boundary of Safe Har¬ 
bor, and there the service is transformed to 132 K. Y. And 
there are then two paths over which such electric service 
may flow, the first being toward Thorndale, Pennsylvania, 
near Coatesville, shown on the upper right-hand portion 
of Exhibit 37, over facilities owned by the Railroad, and 
the other path being over transmission lines owned by 
Pennsylvania Water and Power Company and S. T. Co. of 
Maryland, toward Perryville, Maryland, shown at the head 
of Chesapeake Bay about the middle and toward the right- 
hand side of Exhibit 37. 

At that point the transmission lines of Penn Water 
and the subsidiary interconnect with the transmission net¬ 
work of the Pennsylvania Railroad Company and power 
may flow to the right or toward Philadelphia and New 
York. 

At the points indicated as Thorndale, Pennsylvania, 
and Perryville, Maryland, there are installed electric 
meters for the purpose of determining the amount of 
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electric energy and other services which flow to that por¬ 
tion of the Pennsylvania Railroad’s system not normally 
supplied by Penn Water and Safe Harbor, and, on the 
other hand, will meter that power and [2400] energy which 
flows from the Northern Portion of the Pennsylvania Rail¬ 
road’s transmission system toward that portion of the 
railroad’s system normally supplied by Holtwoood and 
Safe Harbor. 

It is the metering of the power and energy at Thorn- 
dale and Perryville that is used for accounting purposes 
under the Philadelphia Electric-Penn Water interchange 
contract which has not yet been identified in these pro¬ 
ceedings. 

• • • 

[2407] Q. With respect to the transaction that you de¬ 
scribed under which Penn Water, you said, furnishes or 
stands ready to furnish electric services to Baltimore, will 
you point to the provisions in Items “H” and “I” cover¬ 
ing the rates or charges? A. For such service? 

Q. Yes. A. Well, I have just described or en¬ 
deavored to describe that there are two transactions, and 
the dollar payments made [2408] or collected by Penn 
Water are the net dollar result of the two transactions. 

Q. You mean by that last statement that in Items 
“H” and “I” there is not shown a separate rate covering 
the backfeed transactions? A. Not as such, Mr. Gold¬ 
berg. You have to go back to the 1927 agreement which I 
think is Item “H”. 

Q. Yes. A. And there you find in Article 6 of that 
1927 agreement the provisions for the services to be ren¬ 
dered by Electric, as it is referred to in here, meaning 
Baltimore Company, to Power, and therein meaning Penn 
Water, under this contract. 

Q. Is that still in effect today? A. Yes, sir. 

Q. And that is the provision that covers the backfeed 
by Consolidated to Penn Water? A. Yes, sir. 

Q. Where is the rate shown for that? A. There is 
no rate shown other than the statement, “For all such 
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energy Power will be billed for the daily net amount of 
such backfeed at actual costs plus ten per cent.” 

Mb. Myse: Will you read the entire paragraph? 
It is very short. 

The Witness: Article 6. Heading, Steam Energy 
Purchased. 

“Upon request of Power, Electric will supply to 
Power steam [2409] generated energy in excess of 
Electric’s own requirements up to the limit of its 
available generating capacity, provided, however, that 
Electric is not obligated to start up a station which 
would not otherwise be operated. For all such energy 
Power will be billed for the daily net amount of such 
backfeed at actual costs plus ten per cent, (10%). 
The costs to be used are those reported on Electric’s 
monthly production statement covering the month 
during which steam energy was furnished to Power.” 

By Mb. Goldbebg: 

Q. So that the rate, if we may speak of it as such, for 
the backfeed energy from Consolidated steam electric 
plants is covered in the provision you just read—right? 
A. Yes, sir. 

Q. Where are the rates and charges for the transac¬ 
tion whereby in a technical and operating sense Penn 
Water sells, in your terms, electric service to Consoli¬ 
dated? A. There are no rates in the usual sense of a 
rate for capacity, a rate for energy, a rate for reactive, 
a rate for certain specified facilities, but there is a formula 
incorporated in the contract of June 1, 1931, which is the 
basis for the payments made for the services rendered, for 
the net services rendered, by Penn Water to Baltimore 
on the one hand and by Baltimore to Penn Water on the 
other. 

Q. What article is that in in Item “H”? A. Ar¬ 
ticle m. 
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[2410] Q. All right. A. I should include or add to 
that, or at least indicate, that the Article III of the 1931 
contract was amended by a contract between the same two 
parties dated September 29,1939, which amendment affects 
the payments to be made nnder Article III. 

Q. Now, yon say the Article III of Item “H” and the 
amendment contained in Item ‘ *1” cover the backfeed by 
Consolidated to Penn Water? A. I think that requires 
a little additional explanation. 

Q. All right. A. The contract of June 1, 1931, set 
out a method for computing the payments for the services 
to be rendered by Penn Water to Baltimore Company, 
and then stated that any matters not specifically covered 
or contrary to the matters incorporated in the 1927 con¬ 
tract would be continued, with the result that the parties 
have always considered for accounting and billing pur¬ 
poses that the section referring to steam generated energy 
to be made available by Baltimore Company to Penn 
Water was a separate item to be considered in connection 
with the 1931 contract, and for several years accounting 
under that separate article, referring to the purchased 
energy, was continued. 

There then was a span of years, particularly after the 
Safe Harbor plant of the Safe Harbor Water Power Cor¬ 
poration was fully available, when there was no 11 daily 
net backfeed”. Again, in the late 30’s, with the increas¬ 
ing requirements of the [2411] Pennsylvania customers 
of Penn Water and Safe Harbor requiring more and more 
of the output of the Safe Harbor and Holtwood develop¬ 
ments there was necessarily less energy available to Balti¬ 
more Company. As a corollary during extreme low flow 
periods, and particularly on Sundays, there was a daily 
net backfeed from Baltimore Company to Penn Water to 
supplement the services provided by Penn Water and Safe 
Harbor to their Pennsylvania customers. 

The operating committee, set up under provisions of 
Item “H”, of which I am the member for Penn Water 
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and Safe Harbor, considered the question of accounting 
for “daily net backfeed”, and, with advice of counsel, 
concluded that inasmuch as the accounting for such back¬ 
feed did not affect the operating incomes of either Balti¬ 
more Company on the one hand or Penn Water on the 
other, and as I recall it, because no other party was in¬ 
volved or interested—and this is from memory—it was 
concluded that we need not account for that energy for 
billing purposes, and I think no accounting of such back¬ 
feed on the bills of the companies has been carried on at 
least in the last five or six years, and I do not believe 
there has been any since the early 30’s. But there has 
still been full recognition that that Article 6 in the 1927 
contract was applicable. 


[2420] Q. In connection with Exhibit 77, and more par¬ 
ticularly the paragraph numbered 14 which is entitled, 
11 Joint use of transmission facilities”, will you describe the 
transmission facilities of Safe Harbor that are jointly used 
in connection with Exhibit 77? 

The Witness: May I have the question, please? 

(Question read.) 

The Witness: I will refer to Exhibit 41. 

Generally in the upper left-hand portion of Exhibit 41, 
there is shown the station layout of the Safe Harbor hydro 
plant, or station as it is called here, and designated in blue 
ink is the term Donegal Tap. 

The facilities owned by Safe Harbor and operated by 
Safe Harbor are those between that 13 K. V. bus of the 
hydro station in heavy black through the transformers 
owned by Safe Harbor transforming the electric services 
from 13 K. V. to 66 K. V. and from those transformers up 
to the top of the hill above the [2421] plant, at which point 
they interconnect with the transmission facilities owned 
and operated by Penn Water. 
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When I refer to facilities I am, of course, referring 
only to the transformers, oil circuit breakers, and asso¬ 
ciated equipment and I have not included such things as 
meters and control, which are rather extensive and which 
are owned and operated by Safe Harbor in manipulating 
or controlling facilities owned by Penn Water. 

Q. Have you finished your answer? A. Yes, sir. 

Mb. Goldberg : May I have the answer read, 

please? 

(Answer read.) 

By Mr. Goldberg : 

Q. When you say “facilities on top of the hill” you 
mean Manor sub-station, do you? A. Manor sub-station 
is at the top of the hill, but Safe Harbor owns what we 
refer to as the river span of the transmission line, including 
the first tower on top of the hill at which point interconnec¬ 
tion is made with the facilities of Penn Water. 

Q. Those spans are 220 K. V. spans? A. No, the 
ones I am referring to are 66 K. V. spans. 

Q. There are several 220 K. V. spans ? A. And Safe 

Harbor owns them, also, but they are not- 

[2422] Q. Involved? A. —the transmission facilities re¬ 
ferred to in paragraph 14 of Exhibit 77. 

Q. In other words, the transmission facilities referred 
to in paragraph 14 of Exhibit 77 are the facilities you have 
described, including the 66 K. V. spans from the trans¬ 
former pockets up to Tower No. 1, up to and including 
Tower No. 1, which is adjacent to the Manor sub-station. 
Is that right? A. I have forgotten about the Tower 
number, but it is including the first tower on the hill. 

Q. Otherwise my statement is correct—is that right? 
A. That is correct. 

Q. Other than the transmission facilities that you have 
described of Safe Harbor in connection with Exhibit 77 
what are the other transmission facilities of Safe Harbor? 
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We have already mentioned the 220 K. V. spans. A. 

Yes. 

Q. Are there others besides that? A. Yon mean 
other than those referred to in Exhibit 77? 

Q. That is right. A. There are the 220 K. V. trans¬ 
formers stepping np from 13 K V. to 220 K. V. We usually 
refer to those technically as transmission facilities. I don’t 
know what the legal connotation may be. Safe Harbor also 
owns and operates the 13 K. V. single phase 25-cycle cable 
system from the frequency [2423] changer and single phase 
generator terminals in the Safe Harbor Powerhouse in the 
tunnel through the hill to the Conestoga sub-station of Penn 
Water where connection is made to the single phase rail¬ 
road bus of Penn Water. 

I would consider those transmission facilities, again 
speaking from a technical sense. 

I don’t know whether the tremendous amount of cable, 
control cable, switches, metering, relays, etc. which are 
associated with the transmission facilities of Penn Water 
but which are owned and operated by Safe Harbor in the 
main control room at Safe Harbor, would be considered a 
portion of the transmission facilities. I think from a tech¬ 
nical point of view I would say they were, because the Safe 
Harbor control room has two large control boards, a 25- 
cycle board and a 60-cycle board. 

The 60-cycle board controls all of the transmission fa¬ 
cilities of Safe Harbor to which I have just referred, in¬ 
cluding both the 220 K. Y. and the 66 K. V. facilities, and 
the 25-cycle—I want to go back to 60-cycle facilities. They 
also control the transmission line facilities at Manor sub¬ 
station, and on the tap circuit, previously referred to as 
the Donegal Tap circuits owned by Penn Water, but which 
is used to control the tie-in facilities with Pennsylvania 
Power and Light, and again referred to in paragraph 14 
of Exhibit 77. 

[2424] Eeferring now to the 25-cycle control board, the 
entire board, with the exception of the two generators and 
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the one frequency changer panels, which make np perhaps 
less than 20 per cent of the control board, are devoted to 
the control of the transmission circuits of Penn Water and 
of the Pennsylvania Railroad Company at Conestoga sub¬ 
station, jointly owned by Penn Water and Pennsylvania 
Railroad. In addition there are several metering circuits 
provided by Safe Harbor in order that the Safe Harbor 
operating force may actually control the flow of power be¬ 
tween the plants of Safe Harbor and Penn Water and those 
[of] Metropolitan Edison Company, Pennsylvania Power 
and Light Company and Philadelphia Electric Company 
over the railroad circuits, and it is the operating force at 
Safe Harbor which very largely controls the flow of power 
over these interconnected tie-lines. 

The facilities were provided at Safe Harbor because of 
the large installation of capacity there and the fact that 
that capacity is frequently operated as the only reserve ca¬ 
pacity on the system, which I referred to in my direct ex¬ 
amination in connection with Exhibit 8, I believe, so that 
that operating group has a large part of the responsibility 
for the division of load between the Safe Harbor plant, 
which is to be furnished to the customers of Penn Water 
and Safe Harbor, and the load from Holtwood or from the 
other generating sources on the system, all of which I be¬ 
lieve, [2425] might be considered as transmission facilities. 

• • • 

[2430] Q. Is voltage a part of the electric service? A. I 
would say the voltage was an attribute of electric [2431] 
service, yes. 

Q. Is it required in connection with the electric serv¬ 
ice? A. Most certainly is, and if the voltage is not there, 
then the service is not there. 

• • • 

[2448] Q. And sometimes when special facilities are pro¬ 
vided there is a special charge for it and sometimes it is 
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part of the demand and energy charge, isn’t it? A. That 
is correct. 

Q. Do you know of any contracts where frequency, vol¬ 
tage, phases and power factors are not mentioned? A. 
Offhand I don’t recall except in the interchange agreements 
they are not always specified because reference is made in 
them to the furnishing of the services at a specified point 
that is usually referred to in some other firm power agree¬ 
ment, and therefore the repetition may not have been neces¬ 
sary. 

Q. May not have been necessary? A. That is right, 
but it is implied just the same. 

• • • 

[2450] Q. So that when the contract speaks about the sup¬ 
ply of power and energy or capacity and energy, neces¬ 
sarily included in those phrases are the other attributes 
you mentioned—voltage, point of delivery, phase, fre¬ 
quency, and the like—right? A. They may be assumed, 
but usually the contract at some point will specify what 
those other attributes must be. 

Q. That is right. It will specify that the electric en¬ 
ergy and capacity to be interchanged and supplied, is to 
have certain characteristics. Right? A. That is correct. 

• • • 

[2452] Q. Does Safe Harbor receive interchange energy 
under Exhi bit 72 from Metropolitan Edison? A. Not di¬ 
rectly. 

Q. Does it do so indirectly? A. Well, when inter¬ 
change energy is received by Penn Water alone as results 
from operations under Exhibit 72, or when such energy, 
capacity and other interchange services are received by 
Penn Water and Safe Harbor under the operations of 
[2453] Exhibits 76 and 77, such energy is available to those 
two companies in meeting their operating performances 
under its other contracts, and as I have testified in my 
direct we must and do consider Holtwood and Safe Harbor 
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not only as a single operating development but we must 
consider their operations together. That is why I referred 
to the energy being received by Holtwood and Safe Harbor 
directly under the operations of Exhibits 76 and 77, but 
being received by Safe Harbor indirectly under the opera¬ 
tions of Exhibit 72. 

• i • 

[2458] Q. Does Safe Harbor make any payments for the 
Interchange energy it receives under Exhibit 72? 

• • • 

The Witness : No. 

By Mr. Goldberg : 

Q. Does Penn Water? A. Yes. 

Q. Does Safe Harbor make any payments for the in¬ 
terchange energy it receives under Exhibits 76 and 77? 

• • • 

The Witness: No. 

By Mr. Goldberg: 

Q. Does Penn Water? A. Yes. 

Q. Penn Water makes the payments under Exhibits 72, 
76 and 77 to Metropolitan Edison and Pennsylvania Power 
and Light Company respectively—right? [2459] A. 

That is correct. The bills rendered to Pennsylvania Power 
and Light and Metropolitan and the payments made by 
Penn Water to Metropolitan Edison and Lancaster are 
made only by Penn Water. 

Q. Does Safe Harbor reimburse Penn Water for any 
of those payments under Exhibits 72, 76 and 77? 

• • • 

The Witness: There are no bills rendered or payments 
made between Safe Harbor and Penn Water for such trans¬ 
actions. 

By Mr. Goldberg : 

Q. The fact of the matter is that the only payment be¬ 
tween Penn Water and Safe Harbor are the payments made 
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by Penn Water under items E, F, and G—-right! A. 

Those are the only payments made; yes, sir,—in dollars, 
of course. 

Q. What do you mean when you tack on that last 
phrase, “In dollars”? A. We are speaking of bills. I 
am stating that when we are talking of bills we are talking 
about dollar transactions. 

Q. Are payments made in any other form? A. Well, 
Penn Water receives energy and capacity from Safe Har¬ 
bor, yes. 

Q. Under items E, F, and G. A. Yes. 

[2460] Q. And pays for it? A. Payments are rendered 
for it, yes, but not in proportion to the services received. 

Q. All you mean by that is that Penn Water pays for 
one-third of Safe Harbor’s capacity and energy output— 
right? A. Under “E”, “F” and “G” Penn Water pays 
one-third of the revenues Safe Harbor expects to receive 
under “E”, “F” and “G” in exchange for its entitlements. 

Q. And you are saying that though it pays for one- 
third of its entitlements it does not necessarily receive that 
one-third. Is that right? A. That is right. 

Q. That one-third may go to the Pennsylvania firm cus¬ 
tomers—is that right? A. Yes, sir. 

Q. And when it goes to the Pennsylvania firm cus¬ 
tomers- A. Of Penn Water and Safe Harbor. 

Q. I am not adding that. When it goes to the Pennsyl¬ 
vania firm customers, Philadelphia Electric, Pennsylvania 
Power and Light Company and Metropolitan Edison, those 
companies reimburse Penn Water for the energy they re¬ 
ceived—right? A. Those companies reimburse Penn 
Water for the electrical services rendered to them by Penn 
Water direct or by Penn Water and Safe Harbor, as the 
case may be. 

Q. They pay only Penn Water—right? 

[2461] The accounting and billing is all done by Penn 
Water. Is that right? A. That is right. 
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Q. They pay only Penn Water. Is that right? A. 
Payments are made only to Penn Water. 

Q. And Penn Water pays Safe Harbor only under the 
provisions of Items “E”, “F” and “ G ’’—right? A. All 
payments made by Penn Water to Safe Harbor are made 
under the provisions of Items “E”, “F” and “6”. 

Q. And if Penn Water were not to receive any part of 
that one-third but instead three-thirds went down to Con¬ 
solidated, Penn Water would nevertheless pay Safe Harbor 
for the one-third of its entitlements under Items “E”, 
“F” and “G”—right? A. You are assuming no con¬ 
tractual changes, of course, but merely that under some con¬ 
ditions three-thirds might go to Baltimore? 

Q. That is right. That is an assumption, three-thirds 
may not go. Let’s assume that it does. A. Under those 
conditions Penn Water still makes payments to Safe Har¬ 
bor equal to one-third of the total revenues to be received 
by Safe Harbor under “E”, “F” and “G”. 

Q. Yes, and Consolidated reimburses Penn Water for 
all of that three-thirds under Items “H” and “I”—right? 
A. Under that assumption that would be correct. 

• • • 

[2463] Q. This is the fact, isn’t it—that what Penn Water 
pays to Safe Harbor under Items “E”, “F” and “G” is 
wholly independent of what Penn Water receives from 
Metropolitan Edison, Philadelphia Electric and Pennsyl¬ 
vania Power and Light Company—isn’t that so? A. 
That is correct. 

• • • 

[2467] Q. What did you understand kilowatt-hour sales to 
mean when you were using that on Exhibit No. 9? A. I 
made it very clear from the footnote on Exhibit No. 9 that 
the revenues were the total revenues received including 
charges for all services rendered, and perhaps I should have 
said both electrical services and other transmission services 
rendered. 
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Q. Perhaps you should have said kilowatt-hour sales 
and other electric services? A. The kilowatt-hour sales, 
as shown there, was the accounting designation used in the 
Federal Power Commission reports wherein we do account 
for the energy, both the energy generated ourselves and 
the energy received from others. That is the energy re¬ 
corded as being delivered to the firm power customers of 
Penn Water and Safe Harbor. 

[2468] Q. Isn’t it a fact that you prepared Exhibit No. 9 
and thought it was perfectly proper to refer to it as kilo¬ 
watt-hours sales because it represented delivery by Penn 
Water to the Pennsylvania customers of kilowatt-hours for 
compensation? A. Yes. 

Q. And you thought it was perfectly proper to use that 
designation in connection with your technical explanation of 

electric services. Is that right? 

• • • 

The Witness: Apparently that is a part of the trans¬ 
action. I saw nothing wrong with it then. I don’t think I 
see anything wrong with it now. 

By Mb. Goldbebg: 

Q. I don’t, either. 

Now, then, will you describe for us the sales of power 
and energy with all of those attributes that you have men¬ 
tioned, voltage, frequency, and so forth, that are made by 
Penn Water on a firm power basis and on an exchange 
basis? A. May I have the question again, please? 

[2469] (Question read.) 

The Witness: Under contracts identified as Exhibits 
73, 74, 75, Penn Water and Safe Harbor provide services, 
some electrical services, some special facility services, to 
Philadelphia Electric Company at Coatesville. Some of 
those services originate in the hydroelectric plant of Holt- 
wood. Some originate in the steam electric generating sta¬ 
tion at Holtwood. Some originate in the hydroelectric 
plant of Safe Harbor Water Power Corporation. 
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Those services are provided for Philadelphia Electric 
Company at Coatesville on the one hand directly over the 
transmission facilities from Holtwood and on the other hand 
over the generating and transmission facilities of Safe 
Harbor and the transmission facilities of Penn Water. 
Hence, to Coatesville. 

The metering of the energy, the metering of the de¬ 
mand under those agreements is provided for at the New- 
linville snb-station of the Philadelphia Electric Company 
at Coatesville. Although the services rendered under these 
contracts, Exhibits 73, 74, and 75, are rendered jointly by 
Penn Water and Safe Harbor, the accounting for the en¬ 
ergy and the billing for the energy, demand and special 
facilities services are carried out by Penn Water acting 
for itself and for Safe Harbor. Under those contracts 
there are no interchange services. They are strictly firm 
power services. 

There is provision for interchange in emergency serv¬ 
ices [2470] but to my recollection there has not been any 
accounting or billing for such services under those con¬ 
tracts since 1933. 

• • • 

Q. I wanted to interpose. When you were discussing 
the origin of the source of supply to the Philadelphia Elec¬ 
tric Company, I recall that you mentioned the Safe Harbor 
hydro plant, the Holtwood hydro plant, and the steam elec¬ 
tric plant. You overlooked mentioning steam electric plants 
of Pepco and Consolidated. Is that right? A. I suppose 
I also overlooked the generating facilities of Pennsylvania 
Power and Light and Metropolitan Edison Company from 
whom we also purchase interchange energy, and I guess I 
should have included those because from time to time we 
receive energy over our northern interconnections as well 
as from Baltimore, and they in turn from Washington, and 
to the extent that is received that is mixed with the services 
of the Safe Harbor and Holtwood supply. 
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Q. Does Penn Water submit a bill to Philadelphia Elec¬ 
tric Company on behalf of Safe Harbor and itself? A. 
The bill is rendered by Penn Water for itself and for Safe 
Harbor, but Safe Harbor’s name does not appear on the 
bill, I think. I am not certain of that. 

• • • 

[2475] Q. What you are telling me amounts to this: That 
although Consolidated at times furnishes substantial 
amounts which are used to supply the requirements of 
Philadelphia Electric by Penn Water, it is not fair to state 
that Consolidated renders service to Philadelphia Electric 
Company or that Penn Water renders a bill to Philadel¬ 
phia Electric Company on behalf of itself and Consolidated 
because there is an agreement between Holtwood and Con¬ 
solidated known as Items H and I whereunder Consolidated 
is reimbursed for that supply. Is that it? 

• • • 

The Witness : I would like to make about five replies to 
that because I don’t agree with the whole thing. 

• • • 

The Witness: You referred to substantial amounts 
being furnished by Baltimore Company. If you refer to 
substantial in the sense that at some particular hour it is 
a large proportion, then I would agree. But if you are 
referring to substantial as being large in kilowatt-hours or 
large in percentage taken over a period of a week or a 
month or a year, I would not agree. 

[2476] By Mr. Goldberg : 

Q. All right. Go on from there. A. You referred to 
the supply by Baltimore Company of large amounts used 
by Penn Water for its services to Philadelphia Electric 
Company. 

Of course, I don’t think I could agree with that inas¬ 
much as when the energy is received by Penn Water it is 
impossible to earmark where that energy goes, or to say it 
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goes to Philadelphia Electric at Coatesville or to P. P. and 
L. or to the Pennsylvania Railroad. It is true that the serv¬ 
ices rendered by Baltimore to Penn Water are mixed with 
Penn Water and Safe Harbor’s own services and the mix¬ 
ture after conversion perhaps in phase, perhaps in voltage, 
perhaps in frequency, then is used with Penn Water and 
Safe Harbor’s own services in rendering service to the 
Philadelphia Electric Company at Coatesville. 

Q. Go on from there. 

Have you done this tracing job which enables you to 
say you cannot trace it? A. I have attempted to do a 
tracing job and cannot. 

Q. You have not succeeded! A. I could make some 
hypothetical assumptions and take some proportionate fig¬ 
ures, yes, but I don’t know what energy goes to Philadel¬ 
phia Electric because I cannot, to use an expression we fre¬ 
quently use, paint the [2477] kilowatt-hours. 

Q. Or put bells on them! A. Or ribbons. 

• • • 

Trial Examiner: Read that last question again, 

please. 

(Question read.) 

The Witness: I cannot answer that question because 
I don’t believe I understand it. 

Baltimore Company does not render any service, if I 
understand that question, to the Philadelphia Electric Com¬ 
pany at [2478] Coatesville. 

• • • 

Q. As I understand it, you say that Safe Harbor and 
Penn Water jointly render electric service to Philadelphia 
Electric Company? A. Yes, sir. 

Q. Do you say that because Safe Harbor happens to be 
named in the contract or do you say that because part of 
Safe Harbor’s supply, generation, finds its way to Coates¬ 
ville? A. I say it because it is a party to the contract, 
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[2479] furnishing of a service under a contract in a tech¬ 
nical sense. 

Q. Suppose Safe Harbor did not produce any electric 
energy which was used to meet the demands of Philadel¬ 
phia Electric under the contracts which we have discussed 
as Exhibits 73, 74 and 75. Would you still say that the sup¬ 
ply to the Philadelphia Electric Company is a joint supply 
by Penn Water and Safe Harbor? A. Technically it 
would not be a joint supply if Safe Harbor did not provide 
any of the services. I don’t know what the legal conno¬ 
tations are. 

Q. I see. You are not talking about the significance of 
naming them? A. Naming what? 

Q. Naming Safe Harbor in the contract. When you 
spoke of joint supply you had in mind that Safe Harbor 
actually generates a certain amount of kilowatt-hours which 
are used to supply the requirements of Philadelphia Elec¬ 
tric Company at Coatesville—is that right? A. Yes, I 
was. 

• • • 

[2481] Q. Isn’t all of the supply that Safe Harbor fur¬ 
nishes under Items E, F, and G, isn’t it furnished under 
Items E, F and G and paid for under that agreement? 

The Witness: May I have the question again, please? 

(Question read.) 

The Witness : There are four questions there. All elec¬ 
trical services of Safe Harbor are not furnished under E, 
F, and G although all of the payments made to Safe Harbor 
for all of the services rendered to its several customers are 
paid for, the payments are computed and made in relation 
to and under the provisions of contract identified as items 
E, F, and G. 

• • • 

Q. You said that items E, F, and G do not cover all of 
the services rendered by Safe Harbor. What do they not 
cover? A. Do not cover the services rendered to the 
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Pennsylvania Railroad Company at Safe Harbor, services 
rendered to Pennsylvania Power and Light Company, 
jointly of course in [2482] the latter case with Penn Water 
and in the former case jointly with Baltimore, Potomac 
Electric Power Company, Penn Water and Safe Harbor. 

It renders service to Philadelphia Electric Company at 
Coatesville under contract identified as Exhibits 73, 74 and 
75. 

Q. Are you finished? A. I think so. I think I cov¬ 
ered them all. As well, of course, as the services rendered 
to Baltimore under E, F, and G. 

Q. What is the Safe Harbor Company required to fur¬ 
nish the railroad that is not—specifically—that is not cov¬ 
ered in items E, F, and G? A. Electric services. 

Q. Such as? A. Capacity, energy, wattless, fre¬ 
quency, phase, voltage, special facilities. 

Q. What special facilities? A. Railroad frequency 
changer, two single phase generators, cables to Conestoga 
Substation. 

Q. You say those things are not covered under items 

E, F, and G. A. Not specifically, no. Payments are 
made under E, F, and G, but the services are not rendered 
under E, F, and G, are not supplied or provided under E, 

F, and G. 

[2483] Q. Do you mean to tell me that the reimbursement 
for the railroad frequency changer, the cables, and the other 
facilities that you have mentioned are not involved in the 
computation of the payments to be made by Holtwood and 
Consolidated to Safe Harbor? A. Not at all. I said the 
services were not rendered all under E, F, and G. But I 
specifically stated in addition that all the payments Safe 
Harbor receives for services rendered, to whomever it may 
render, are made under the provisions of contracts E, F, 
and G. 

Q. In other words, the provisions of E, F, and G are 
broad enough to include compensation for all services ren¬ 
dered by Safe Harbor. 
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Mr. Sparks : I think that is a legal question, if your 

Honor please, and calls for a legal conclusion. 

Mr. Goldberg : I want his understanding of it. 

Trial Examiner : Objection overruled. 

The Witness: The contract is broad enough to cover 
the payments but it is not broad enough to cover the serv¬ 
ices, nor did it intend to. 

• • • 

[2491] Q. In view of the fact that Consolidated at times 
may be rendering joint service to Coatesville with Penn 
Water, do you know why it is not a named party to the 
agreement? A. I do not consider Baltimore ever ren¬ 
ders joint service to the Pennsylvania customers of Penn 
Water and Safe Harbor. They are not named parties to the 
contract and they are not operated, they do not have an 
operating responsibility [2492] to those Pennsylvania cus¬ 
tomers as distinct from the legal obligation. 

• • • 

[2493] Q. From an operating point of view what does it 
mean, then, to say Baltimore Company is entitled to two- 
thirds and Holtwood Company is entitled to one-third. 
A. Just what it says, it has entitlement but not the serv¬ 
ices. 

Q. You mean to tell me that from an operating view¬ 
point under Items “E”, “F” and “G” Consolidated can¬ 
not demand that Safe Harbor supply it with two-thirds of 
its output? [2494] A. When you say “cannot demand’’ 
it seems to me that is a legal question, whether they can de¬ 
mand it or not. From an operating point of view it seems 
we ignore the question of whether or not they would or 
should or could get the entitlements. They are interested 
only in where the energy and the services go from a most 
economical operational viewpoint, and we are not interested 
from an operating point of view in what the obligations are, 
because entitlements from an operating point of view, and 
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not from a legal point of view, does not mean services. It 
may mean revenues instead of services. 

Q. No, it means entitlements of capacity and energy, 
doesn’t it? A. Entitlements, yes. 

Q. It does not mean revenues, it means entitlements of 
capacity and energy. A. Entitlements from an engineer¬ 
ing point of view can be either two-thirds—speaking of Bal¬ 
timore Company because that was your question, I think— 
Baltimore is entitled to two-thirds of the capacity and en¬ 
ergy, and, of course, other services of Safe Harbor. Now, 
that entitlement may be in the form of services or it may be 
in the form of revenues received for those services provided 
to others which Baltimore does not get, but to which they 
are entitled. 

• • • 

[2495] Q. Let me see. If Consolidated is entitled to two- 
thirds, but its two-thirds go to Holtwood, which company 
uses it in turn to supply its Pennsylvania customers, Con¬ 
solidated nevertheless pays Safe Harbor for that two- 
thirds, and under Items “H” and “I” receives the benefit 
of the revenues derived by Holtwood in the use of that elec¬ 
tric supply. Is that right? A. From an accounting 
point of view that is right, from a billing point of view. 
You are speaking now of the energy and capacity and other 
services of Safe Harbor going to Penn Water for its sole 
use with its Pennsylvania customers, which I believe would 
only be Metropolitan Edison, because to all of the other cus¬ 
tomers, Safe Harbor and Penn Water, have joint responsi¬ 
bilities. 

Q. I know what your view is on that. We have already 
[2496] discussed that partly this morning and partly this 
afternoon. And the reason why Consolidated might not at 
times receive that two-thirds is solely in connection with the 
operation of the pool to supply electric energy from the 
cheapest possible sources to the various points of deliv¬ 
eries? A. Not entirely, but that is the way the opera¬ 
tions are carried out. You have on the one hand the opera- 


George W. Spaulding, Cross 


559 


tions of all the resources of Safe Harbor, Penn Water and 
Baltimore which are coordinated for maximum economy and 
utilization of resources. 

You have, secondly, the requirements of Penn Water’s 
and Safe Harbor’s joint customers for which Safe Harbor 
and Penn Water have certain operating responsibilities. 

You have also Penn Water’s customer, Metropolitan 
Edison, to which Metropolitan has the sole operating re¬ 
sponsibility. 

• • • 

And you have to consider them from an operating 
point of view of hour-by-hour and day-by-day and week- 
by-week planning and dispatching of services. You have 
to consider them from the operating responsibilities of 
the respective parties between Penn Water and Safe Har¬ 
bor with the Pennsylvania customers on the one hand, 
Penn Water and Baltimore on the other hand. You have 
to consider the entitlements of Baltimore and Penn Water 
under “E”, “F” and “6”. So you have the operating 
[2497] responsibilities, you have the accounting for the 
flow of energy, and, of course, you have the legal responsi¬ 
bilities which we have not talked about. 

By Mb. Goldberg: 

Q. Isn’t it a fact that Consolidated controls the dis¬ 
position of its entitlements so that it may derive from the 
disposition of its entitlements the greatest amount of reve¬ 
nues, and necessarily benefit? A. What do you mean 
by the first part of your question? 

Q. Consolidated directs where its entitlements are to 
be utilized if it is not going to Consolidated? A. When 
do you mean it directs? When it approves contracts or 
when it jointly with Penn Water plans on the operation of 
the system from day to day and hour by hour? 

Q. When the operations of the system are planned. 
A. That is not the sole responsibility of Baltimore by any 
means. That is a joint responsibility of Baltimore and 
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Penn Water. That is the reason the operating committee 
was set np, to provide for that very thing. 

• • • 

[2498] Q. With respect to the entitlement of Consolidated 
under Items “E”, “F” and “G”, and under Items “H” 
and “I”, are yon saying that Consolidated does not de¬ 
termine the disposition of those entitlements? A. I 
am afraid we are confusing the entitlements on a con¬ 
tractual basis and the entitlements on an hour-by-hour 
dispatching basis. I thought we were talking about en¬ 
titlements up until a few minutes ago on a contractual 
basis. By “contractual” I mean the operating responsi¬ 
bilities. 

As far as those entitlements are concerned, Baltimore 
is entitled, under “E”, “F” and “G”, to two-thirds of the 
power and energy and other services of Safe Harbor, but 
it does not always, in fact it very seldom, gets those two- 
thirds in the form of services, but in lieu thereof does re¬ 
ceive the revenues paid for those services to which Balti¬ 
more is entitled. 

[2499] Q. And when the electric energy to which Baltimore 
would otherwise be entitled is used to supply other cus¬ 
tomers on the system, the customers of Penn Water, for 
instance, Consolidated’s interest lies in the disposition of 
that electric energy at the sources where it derives the 
greatest amount of revenues? A. It is a joint responsi¬ 
bility for that, Penn Water and Baltimore Company having 
a joint responsibility and equal joint responsibility for that, 
although the ultimate dollar benefit does flow under H 
and I and E, F and G, which you have to take together, to 
the Baltimore Company. 

Q. The Baltimore Company does not alone decide on 
the disposition of that energy—is that correct? A. That 
is correct. 

Q. You say that from an operational standpoint. A. 
That is right. 
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[2500] By Mb. Goldbebg: 

Q. The discussion we have been having flowed from 
your description of the sales of firm power and energy 
under Exhibits 73, 74 and 75, to Philadelphia Electric 
Company at Coatesville. What other sales of firm power 
and energy are made by Penn Water? A. Well, again 
we have the word “sales” to consider, but Penn Water and 
Safe Harbor furnish firm power services to the Pennsyl¬ 
vania Power and Light under contracts identified as Ex¬ 
hibits 76 and 77, and it is evident from knowledge of the 
operations and the flow of power in the general sense in 
which we speak of it that a large part, if not the preponder¬ 
ance of the services rendered to Lancaster under these 
P. P. and L. contracts, 76 and 77, are rendered by Safe 
Harbor, but both companies, from an operating point of 
view, are responsible for the firm power services. By 
“both companies” I mean Safe Harbor and Penn Water. 

Q. If Safe Harbor were not named in the contract 
could you still say from an operating viewpoint they are 
joint services? A. Yes, I wouldn’t say they were ren¬ 
dering joint services but I would say the services were of 
a joint nature because it is necessary to take the two hydro 
plants and the Holtwood steam plant and consider them as 
a single project. They are operated that way. They were 
conceived that way, and [2501] the services are rendered 
as though they were one. 

Q. May we in this case include the Consolidated Steam 
Electric plants, too, as rendering joint services to Lan¬ 
caster? A. No. 

Q. Is that because you do not believe that the electric 
energy at times comes up from Consolidated and flows to 
Lancaster? A. No. 

Q. Is it because there are no operating responsibilities 
of Consolidated? A. That is one reason. 

Q. Where do you derive these operating responsibili¬ 
ties? A. From the contracts on the one hand and from 
the method of operation on the other. 






562 


George W. Spaulding, Cross 


Q. Suppose there are none in the contract? Could 
there be a rendering of joint service from an operating 
standpoint? A. There could be; there wouldn’t neces¬ 
sarily have to be. 

Q. Suppose Safe Harbor were not named in Exhibits 
76 and 77? Would you say they were joint services from 
an operating standpoint? A. I would. 

Q. Would you say that with respect to Consolidated? 
A. No. 

[2502] Q. They both would be on an equal footing then, 
wouldn’t they? A. No. 

Q. Why not? A. Because the operating responsi¬ 
bilities of the two hydro companies have to be taken to¬ 
gether. 

Q. But you wouldn’t- A. Speaking now of the 

operating responsibilities as distinct from the contractual 
responsibilities, legal responsibilities. 

Q. We don’t have any contractual responsibilities so 
you must speak of operating responsibilities that are not 
derived from the contract. Eight? A. That is right. 

Q. Where, from what source do you impose an operat¬ 
ing responsibility upon Safe Harbor in the absence of an 
agreement? A. Because a lot of the switching equipment 
relating to the supply of Pennsylvania Power and Light 
is operated and controlled by the Safe Harbor operating 
personnel. 

Q. Is that operated and controlled by the Safe Harbor 
personnel in connection with any contractual provisions 
you know of? A. No, I don’t think so. The fact is they 
are. 

Q. Suppose Safe Harbor tomorrow said, “We are not 
going [2503] to operate the switching equipment for you 
any more.” Is there anything Holtwood could do about it? 
A. Safe Harbor is a party to the P. P. and L contracts, 
items 76 and 77 right now. 

Q. I want to eliminate that from our discussion. As¬ 
suming that tomorrow they are not named in the contract, 
Safe Harbor says, “We are tired of working the switching 
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equipment for you. We are just not going to do it any 
more.” 

Is there anything Holtwood could do about it? A. 
Holtwood would have to approve their being eliminated 
from the contract. I assume that is a legal matter, though. 

Q. Holtwood would have to approve Safe Harbor’s be¬ 
ing eliminated from Exhibits 76 and 77? A. I would 
think so. 

Q. You mean Holtwood has no freedom of action? 

Mb. Sparks: You mean Safe Harbor? 

By Mr. Goldberg: 

Q. You mean Safe Harbor has no freedom of action 
with respect to that contract? A. We are not getting 
into a legal field, but companies do not take their responsi¬ 
bilities under a contract lightly. 

Q. Let’s assume that Safe Harbor is eliminated from 
the contract. A. In what manner? 

Q. They are removed. [2504] A. How? 

Q. The same way you removed them from the Metro¬ 
politan Edison contract. A. By writing a new contract? 

Q. If you wish. A. All right. 

Q. Or by amending the existing contract? A. With 
the consent of all parties. 

Q. I will let you assume that for the time being. A. 
All right. 

Q. Where would Safe Harbor have any operating re¬ 
sponsibilities for the operations of any of Holtwood’s 
equipment? A. Their operating responsibilities are 
there, and if Safe Harbor said, “We will not operate them 
any longer”, it would be up to Holtwood to make other 
provisions, electrically, mechanically, to do that work them¬ 
selves. 

Q. In other words, you say that there are no provisions 
that you know of which would require Safe Harbor to con¬ 
tinue working that equipment. Is that right? A. You 
have assumed that they no longer are parties to contracts 
76 and 77. 
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Q. That is right, are no longer parties. A. I don’t 
recall any other obligations. There may be some. 

[2505] Q. Referring to Exhibits 76 and 77, where are these 
obligations that Safe Harbor has for the operation of Holt- 
wood equipment? A. I didn’t say there were any. I 
said they were a named party to the contract. 

Q. I was under the impression that the obligations 
they had for the operation of the equipment were in Ex¬ 
hibits 76 and 77. A. I am sorry. I didn’t intend to give 
you that impression. 

Q. So we cannot look to Exhibits 76 and 77, even 
though they are named parties, for any obligations which 
require Safe Harbor to operate Holtwood’s equipment. Is 
that right? A. It isn’t Holtwood’s equipment. It is 
its own equipment. It may be P. P. and L.’s equipment. 
We are talking about the controls I talked about a while 
ago. 

Q. Switching equipment ? A. In part they are Holt- 
wood’s equipment operated from the Safe Harbor plant by 
the Safe Harbor personnel. That is right. 

Q. Now, does Safe Harbor operate Holtwood’s equip¬ 
ment because of anything in Exhibits 76 and 77? A. I 
don’t recall any specific provisions. I am looking to see 
if there are. There may be. There is certainly a very 
definite implication in Article Roman numeral VIII of 
[2506] the contract marked for identification as Exhibit 76. 

Q. What is that statement you refer to from which 
you derive some sort of an implication? A. The various 
provisions of this renewal agreement are agreed to between 
the parties, to which Safe Harbor is a party, with the un¬ 
derstanding that receiving companies Lancaster system 
will be so connected, and will be operated in parallel with 
other systems, and that each of the parties hereto will 
arrange and operate its facilities in such manner as may 
be necessary for such parallel operation. 

Q. Now, then, under what agreement has that arrange¬ 
ment been made between Holtwood and Consolidated? 
A. I don’t understand. 
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Q. You just indicated that Holtwood and Safe Harbor 
have to make arrangements about the operation of facilities 
to carry out the requirements of the agreement. A. It 
is a mutual matter. All three parties agree to that. 

Q. Where is the agreement between Safe Harbor and 
Holtwood for the operation by Safe Harbor of Holtwood’s 
equipment? A. I don’t know of any. I don’t think 
there needs be as long as Safe Harbor is a party to the 
contract. 

Q. Is it items E, F, and G? 

The Witness: May I have the question again? 

[2507] (Question read.) 

The Witness: I don’t think so. Of course, under items 
E, F, and G, Safe Harbor receives revenue to cover its 
expenses in such operation and its return on the invest¬ 
ments provided for such matters. But that is not what 
we were talking about. We were talking about the operat¬ 
ing responsibilities and not the revenues therefor. 

• • • 

Q. And we were hunting for some contract that you 
could refer to which shows the operating responsibilities. 
Isn’t that so? A. I think that is right. 

Q. We have not been able to find one yet. A. I don’t 
think there needs to be. 

Q. At least we have not been able to find one? A. 
So long as Safe Harbor is a party I don’t think we need 
one. But, again, from a legal point of view of course I am 
not considering that matter. 

Q. In connection with Exhibit 71, did Safe Harbor 
operate any of Holtwood’s equipment? A. No. 

Q. It didn’t have to? It had no operating responsibili¬ 
ties? A. It had certain operating responsibilities; yes. 

Q. Doesn’t have them any more today, does it? 
[2508] A. Yes. 

Q. It has them today even though they are not a named 
party in Exhibit 72? A. That is right. 
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Q. Have the same ones they had under Exhibit 71. 
Isn’t that right? A. No, I wouldn’t say they are the 
same ones. 

Q. How do they differ? First tell us the operating 
responsibilities under Exhibit 71 and then tell us the oper¬ 
ating responsibilities under Exhibit 72. A. Under Ex¬ 
hibit 71 Safe Harbor had operating responsibilities for 
power and energy as well as for the operation of certain 
facilities, or for the manipulation of certain of Safe Har¬ 
bor’s facilities in connection with the operating responsi¬ 
bilities of Exhibit 71. 

As respects Exhibit 72, Safe Harbor is not a named 
party, but the contract, Exhibit 72, between Penn Water 
and Metropolitan Edison Company very specifically re¬ 
ferred to the services that must in part be provided by Safe 
Harbor. They are not quite the same in some respects, but 
they are still operating responsibilities. 

As for the operation of facilities or the manipulation 
of facilities in connection with contracts Exhibits 71 and 
72,1 don’t think there is any difference. 

Q. Now you say that Safe Harbor still has responsi¬ 
bilities [2509] under Exhibit 72. Yet we know they were 
not named. Is that right? A. That is correct. 

Q. How do they get paid for carrying out those re¬ 
sponsibilities? A. Under E, F, and G. 

Q. How did they get paid for those operating responsi¬ 
bilities when Exhibit 71 was in existence? A. Under E, 
F, and G. 

• • • 

[2517] Q. Does Safe Harbor receive any revenues for the 
sale of electric energy capacity and use of facilities, whether 
special facilities or otherwise, other than the amounts paid 
to it by Penn Water and Consolidated under items E, F, 
and G? A. No. 

Q. Isn’t it correct to say that the investments made by 
Safe Harbor in all facilities owned by it, and the operating 
expenses incurred by Safe Harbor in connection with the 
operations of those facilities, are included as a basis for 
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[2518] the bills rendered by Safe Harbor to Consolidated 
and Penn Water under items E, P, and G, copies of which 
bills are in this proceeding as Exhibit 17? A. I think 
you may have two questions in there, Mr. Goldberg. I 
should like to consider them separately if I may have the 
reporter read them back. 

Mb. Goldberg: Yes. 

(Question read.) 

The Witness: As we discussed yesterday, Safe Harbor 
may make, and has made, investments for facilities under 
contracts other than those identified as items E, F, and G, 
but the specified return on such investments, as well as the 
operating expenses incurred in connection with such facili¬ 
ties, are a part of the computations used to derive the total 
revenues receivable by Safe Harbor under its contract 
identified as items E, F, and G. 

By Mb. Goldberg: 

Q. Now, with reference to your statement that Safe 
Harbor may make and has made investments for facilities 
under contracts other than the contracts identified as items 
E, F, and G in this proceeding, you there had reference, 
did you not, to your testimony of yesterday relating to the 
installation of the additional 25-cycle single phase unit 
which was required to meet the increased loads of the Penn¬ 
sylvania Railroad. Is that right? [2519] A. In part. 
But I also have reference to the installation by Safe Harbor 
of the frequency changer units for the conversion of three- 
phase 60-cycle electric services to single phase 25-cycle 
electric services in conjunction with its services rendered 
to the Pennsylvania Railroad Company jointly with others, 
and I also had reference to the other investments made in 
connection with such services to the railroad, such as the 
cable system, tunnel, structures, etc., that would not other¬ 
wise have been required. 

I also think I should refer to those investments in 
facilities made by Safe Harbor Company as necessary in 
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connection with the services rendered to Pennsylvania 
Power and Light Company under contracts identified as 76 
and 77, such services being rendered jointly by Safe Harbor 
and Penn Water. 

Q. Any others? A. Not of any material nature that 
I think of at the moment. 

Q. What facilities did you have reference to in con¬ 
nection with Exhibits 76 and 77 which Safe Harbor has 
installed for purposes of that agreement? A. Consisting 
largely of 66 K. V. switching equipment and oil circuit 
breaker, disconnect switches and the like; also the control 
equipment including relays, meters and the like required in 
connection with the operation of the transmission system 
of Penn Water under the exhibits identified as [2520] 76 
and 77. 

Q. Is it your statement that the equipment you have 
described in connection with Exhibits 76 and 77 were not 
installed by Safe Harbor until Exhibit 76 was consum¬ 
mated? The date of the agreement is May 1, 1933, for 
your information. A. I think that is correct. 

Q. Is there any provision in that agreement for the 
installation of the equipment you have described by Safe 
Harbor? A. Which agreement are you referring to? 

Q. Exhibit 76. A. I don’t think they are set out 
specifically there. 

Q. Can you point out where there are any references 
made to them? A. May I see Exhibit 77, please? 

Q. Yes. A. Article Roman numeral III of Exhibit 
76, Section 4, “All power and energy delivered hereunder 
shall be metered at or in cases not practicable shall be cor¬ 
rected to the low tension terminals of the stepdown trans¬ 
formers at Engleside Substation. Necessary billing meters 
shall be installed and maintained by and at the expense of 
Generating Companies.” 

Q. Stopping right there- 

Mr. Myse: May he finish his answer, Mr. Gold¬ 
berg? 

The Witness : I have not looked further. 
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[2521] By Mr. Goldberg: 

Q. Go ahead and look further. A. I think I referred 
yesterday to Article Roman numeral VHI of Exhibit 76 
relating to the interconnection and parallel operation, in 
which reference is made to 4 ‘arrangements for an equitable 
division of the cost of any changes in or additions to the 
facilities or equipment of either party necessary to accom¬ 
plish these results.’’ 

By “these results” reference is made to interconnec¬ 
tion and parallel operation of the Lancaster division of 
P. P. and L. with its other divisions. 

Then as respects Exhibit 77 reference is made in para¬ 
graph Arabic 7, “Manor Substation and Transmission 
Line.” It there provides that “On or before November 1, 
1941, (unless development of a new type of circuit breaker 
will require a longer time in which event a date not later 
than May 1, 1943, shall be agreed upon between the par¬ 
ties) Generating Companies will construct and thereafter 
will operate and maintain at a location near the Safe Har¬ 
bor plant, a high tension bus and switching station (to be 
known as Manor Substation) shown schematically on at¬ 
tached diagram Exhibit —M—.” 

I will not read any more unless it becomes necessary. 

Q. I want you to look through the entire agreement 
and point out everything in that connection because I pro¬ 
pose [2522] asking you some more questions about it. 
A. Perhaps I should stop here and refer to this paragraph 
because the dates I have mentioned for having Manor 
Substation available, of course, are behind us. 

Q. And it is not available? A. It is not yet avail¬ 
able but other facilities have been provided in lieu of it 
which I want to refer to. 

Q. All right. A. Letters were exchanged between 
Safe Harbor on the one hand and Pennsylvania Power and 
Light on the other, agreeing that the installation of Manor 
Substation as herein proposed might be deferred. 

Q. Was that letter solely between Safe Harbor on the 
one hand and Pennsylvania Power and Light on the other? 
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A. That is my recollection. Safe Harbor at that time 
was writing to explain why certain facilities were not avail¬ 
able, but I believe that although it was written by Safe 
Harbor reference was made to the fact that it was writing 
for both parties. 

Q. Will you check that? I would like to know who 
wrote the letter. A. Yes, sir. 

Q. If you can find a copy of it bring it in to the hearing 
room with you. A. Yes, sir. 

[2523] Although the substation installation was not com¬ 
pleted on the dates herein specified, Pennsylvania Power 
and Light came to Penn Water and Safe Harbor in about 
1942 for the purpose of discussing the service problems 
arising because Manor Substation had not been built. 

The outgrowth of those discussions was that Safe Har¬ 
bor installed a 66 K. V. oil circuit breaker on the intake 
deck of the power house together with 66 K. V. buses and 
disconnect switches, including of course, control, metering 
and relaying equipment. 

The purpose of this oil circuit breaker was to tie elec¬ 
trically together the 66 K. V. circuits of Safe Harbor known 
as 692 and 693 in order to equalize the loading on these two 
circuits which had become unbalanced due to the increasing 
amounts of power and energy flowing at times north and at 
times south on the 66 K. V. line of Pennsylvania Power 
and Light between its Harrisburg Substation and the Manor 
Substation of Penn Water. 

It was further understood, and I believe in writing, 
that the installation of this 66 K. V. oil circuit breaker and 
related equipment was not considered a substitute for 
Manor Substation but would defer Manor Substation until 
such times as the parties found that the Manor Substation 
facilities were required to provide the reliability of service 
to which both companies agreed was desirable and neces¬ 
sary. 

[2524] Q. You say that you made reference to another 
letter. Is that another letter or the same letter? A. No, 
it would be another letter if it is in writing. I am not 
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sure whether or not it is in writing. My recollection is 
that it was. 

Q. Will you check that and bring a copy of that along 
with you? A. I will. 

Under paragraph 8, “Method of operation”, reference 
is made to certain metering facilities that would be pro¬ 
vided by Generating Companies to permit the control or 
regulation of the amounts of power and energy otherwise 
referred to. 

Then paragraph 14, “ Joint use of transmission facili¬ 
ties”, which we referred to yesterday, which involves in 
part the joint use of Safe Harbor’s facilities. 

Q. Those transmission facilities of Safe Harbor that 
you described yesterday in connection with paragraph 14 
of Exhibit 77, are we to understand that those facilities 
would not have been installed if Exhibit 77 had not been 
consummated? A. No, I didn’t intend to give that im¬ 
pression. 

There may be other references or implications t ha t I 
didn’t notice as I read through the two contracts. 

Q. Now with respect to Articles HI and VTTT of Ex¬ 
hibit 76, were the facilities which you described as having 
been installed by Safe Harbor in connection with Exhibits 
76 and 77 [2525] installed pursuant to Articles HI and VTTT 
of Exhibit 76? I have reference to your description of 
66 K. V. switching equipment and oil circuit breaker, dis¬ 
connect switches, control equipment including relays and 
meters and the like, in connection with the operation of the 
transmission system of Penn Water under Exhibits 76 and 
77. A. Most of the facilities that I referred to, or at 
least that portion of the facilities I referred to as being 
installed on the intake deck of Safe Harbor, were installed 
in lieu of Manor Substation covered by paragraph Arabic 7 
of Exhibit 77. 

Q. Let me see if I- A. The other facilities, the 

controls, meters, etc., were in part provided for Penn Water 
in connection with the flow of electric services between the 
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hydro developments of Safe Harbor and Penn Water, and 
would have been provided irrespective of Exhibits 76 and 
77, but others were provided in order to carry out the intent 
and purpose, and specifically for that intent and purpose, 
of Exhibits 76 and 77. 

• • • 

[2530] Mr. Goldberg: Yes. I want you to define electric 
operations and then electric services and tell me what is the 
difference between the two. 

The Witness: Electric services, as Mr. Walls has used 
[2531] that term and as I have referred to it yesterday, 
include each and all of the attributes referred to by Mr. 
Walls and which we discussed a few minutes ago. It may 
be necessary, and in most cases it is necessary, to provide 
special facilities of a transmission nature in order that the 
electric services may be rendered, and, of course, as we 
are using it here such electric services are rendered under 
contracts, most of which have been identified in these pro¬ 
ceedings. 

There are also other special facilities from time to 
time provided by Penn Water and referred to in my direct 
testimony that had no relation to the supply of electric 
services by Penn Water and Safe Harbor, and a specific 
example of that is the 110 k. v. transmission line constructed 
by S. T. Co. of Maryland, a subsidiary of Penn Water, 
between the Philadelphia road substation of Baltimore 
Company and a second transmission and distribution sub¬ 
station of Baltimore Company in Baltimore County, I be¬ 
lieve known as the Gunpowder switching station. 

Such transmission facilities were provided for the sole 
and exclusive use of Baltimore Company and have no rela¬ 
tion to, nor are they involved in, the rendering of electric 
services with its attributes which we have been discussing. 

Q. What is electric operations? A. Of what? 

Q. You said there is a difference between electric oper¬ 
ations and electric services. Define electric operations. 
[2532] A. Electric operations would include the supply or 
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rendering of electric service, the operating of the special 
facilities provided for the exclusive or joint nse of one or 
more of the customers, together with the operations of the 
general facilities of Penn Water and Safe Harbor, includ¬ 
ing the generators, turbines, the concatenated group of 
facilities within the powerhouse referred to by Mr. Walls, 
and its many auxiliaries. 

Q. So that when you speak of electric services you 
have in mind the attributes of the electric service which 
you and Mr. Walls have mentioned in this proceeding. 
But when you speak of electric operations you have in 
mind the physical operations of the facilities which are 
utilized in rendering the electric service. Is that it? A. 
That is correct. 

Q. Now, when you mentioned other special facilities 
in connection with your definition of electric services you 
said, if I recall correctly, that such facilities have no rela¬ 
tion to the supply of electric services. Do I understand 
by your statement “have no relation” you had in mind 
that you do not conceive of such facilities as attributes of 
electric service? A. I am lost. I will have to have it 
read back. 

(Question read.) 

The Witness: I would like to have that clarified, if I 
may, use of “other special facilities.” 

[2533] Q. You said, “Of the 110 k. v. line of S. T. Co.” 
A. Yes. Under the contract identified as “H” and “I”, 
and by agreement of the parties, Penn Water through its 
subsidiary, S. T. Co. of Maryland, provided certain 110 
k. v. transmission facilities. Those electric facilities are 
not required nor used in the supply of electric services by 
Penn Water to Baltimore, and the electric services would 
be just as complete in every respect whether the Gun¬ 
powder line had been provided or not. 

Q. In other words, you do not conceive of the Gun¬ 
powder line as an attribute of the electric service being 
rendered? A. I do not conceive of any facility being 


574 


George W. Spaulding, Cross 


an attribute of electric service, nor do I conceive that this 
Gunpowder line is a required, necessary or useful electric 
facility in connection with the rendering of electric serv¬ 
ices by Penn Water to Baltimore. 

Q. By that statement, however, you are not passing 
on the question of whether the facilities are to be included 
in the rate base? A. No. We were talking about oper¬ 
ations. 

• • • 

[2536] Q. Do you know that any rendering of electric 
services to Penn Water by Safe Harbor are made under 
Items “E”, “F” and “G”? A. That is right, any that 
are made are made under “E”, “F” and “G”. 

Q. And that is the fact without regard to Exhibits 76 
and 77. Isn’t that so? A. The fact that what services 
are rendered are rendered under “E”, “F” and “G”? 

Q. That is right? A. That is true. 

Q. And that would continue even if Safe Harbor were 
not a named party in Exhibits 76 and 77. Isn’t that so? 
A. The fact that all services rendered to Penn Water are 
rendered by Safe Harbor under Items “E”, “F” and 
“G”? 

Q. Yes. A. That is right. 

Q. And isn’t it those services rendered under Items 
“E”, “F” and “G” which Penn Water relies on in part 
to meet the requirements of Philadelphia Electric, Penn¬ 
sylvania Power and [2537] Light Company, and Metro¬ 
politan Edison Company? 

• • • 

A. * * * If I understand your question the answer is 
‘‘yes.” I want to be sure that I do. The services, the 
electric services, rendered by Safe Harbor to Penn Water 
may be used by Penn Water together with its own electric 
services to meet whatever obligations Penn Water has 
toward the service requirements of its customers, mean¬ 
ing Metropolitan Edison, Pennsylvania Power and Light, 
Philadelphia Electric Company at Coatesville, and the 
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Pennsylvania Railroad, and Baltimore Company. 

Q. Now, in view of that fact does it not follow that 
even if Safe Harbor wonld not be a named party nnder 
Exhibits 76 and 77 the electric operations of Safe Harbor 
in rendering electric service to Penn Water and Con¬ 
solidated wonld have been unaltered? 

• • • 

[2538] The Witness: No, I think they would have been 
materially altered. 

• • • 

[2539] Q. All right, now. If its one-third entitlement un¬ 
der Items “E”, “F” and “G” were all that were required 
by Holtwood to meet the requirements of Pennsylvania 
Power and Light Company, it was able to do so when Safe 
Harbor was named and it is still able to do so when Safe 
Harbor is not named. Is that right? A. Perhaps. 

Q. Why is there any 6 *perhaps’’ about it? A. I 
don’t understand for certain just what your premise is, 
but I think it may be. 

Q. Well, I want to be absolutely certain that you un¬ 
derstand. 

[2540] If, to meet the requirements of Pennsylvania Power 
and Light Company when Safe Harbor was a party to Ex¬ 
hibits 76 and 77, Penn Water was able to meet it by reason 
of the reecipt of electric energy it is entitled to receive 
under Items “E”, “F”, and “G” from Safe Harbor, it 
will still be able to meet it by reason of that entitlement 
under Items “E”, “F” and “G”, even if Safe Harbor were 
to be removed from that agreement? A. Well, under the 
first instance when Safe Harbor and Penn Water render 
service jointly to Pennsylvania Power and Light Company, 
and to use your example of a million kilowatt hours I be¬ 
lieve it was, I don’t know what portion of that million 
kilowatt hours was rendered by Penn Water and what por¬ 
tion was rendered by Safe Harbor under contracts identi¬ 
fied as Exhibits 76 and 77. But whatever amount Safe 
Harbor may have rendered to Pennsylvania Power and 
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Light Company, when Safe Harbor is removed Safe Harbor 
must increase the services rendered to Penn Water by that 
amount in order that Penn Water may meet the full obliga¬ 
tions now of the million kilowatt hours to Pennsylvania 
Power and Light under Exhibits 76 and 77. 

• • • 

[2542] Q. Penn Water is obligated to serve Pennsylvania 
Power and Light, isn’t it? A. Jointly with Safe Harbor. 

Q. When Safe Harbor can’t serve it does Penn Water 
just turn its back on its obligation ? 

• • • 

A. Penn Water and Safe Harbor have a joint obliga¬ 
tion. If Safe Harbor at any one time does not have any 
electric services available, then Penn Water must supply 
them itself. 

Q. And it would supply it at least in part? A. What? 

Q. It would supply it at least in part? [2543] A. 
When? 

Q. Through this drawing under Items E, F, and G. 
Eight? A. Entitlements have no relation to the services 
rendered. I thought we cleared that up last night. 

• • • 

Q. Now, then, if Holtwood received its one-third- 

A. If Holtwood did receive one-third of the electric serv¬ 
ices? 

Q. Yes. A. As specified by the entitlement? 

Q. Yes, it would use that one-third to meet its obliga¬ 
tions to Pennsylvania Power and Light Company under 
Exhibits 76 and 77. Right? A. And all of its other 
obligations; yes. 

Q. And if the one-third was not sufficient to enable it 
to meet its other obligations it would try to meet it through 
generation at its steam electric and hydroelectric plants 
and perhaps through backfeed from Consolidated. Right? 
A. Or from its other Pennsylvania customers, yes. 
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[2544] Q. And that is the fact even if Safe Harbor is not 
named in Exhibits 76 and 77 ? A. That is right. 

• • • 

Q. Aren’t the electric operations under Exhibit 72 to¬ 
day of Safe Harbor the same as they were nnder Exhibit 
71? A. Bnt nnder 72 those electric —you said electric 
operations? 

Q. Electric operations? A. Electric operations are 
quite different nnder 72 than nnder 71. 

[2546] Q. Go ahead. A. Because of the very nature of 
the two contracts. They require quite different operations. 
Procedures, the methods are the same, but the operations 
are different. 

Q. What do you mean by “procedures and methods”? 
A. Well, the fact that they operate the plant today is the 
same as it was before but the way the plant is operated, 
the way Safe Harbor is operated today, is different from 
the way it was operated before as respects the contracts 
for power supply to the York area. 

Q. What are the differences? How was it operated 
under Exhibit 71 and how is it operated today? A. Un¬ 
der Exhibit 71 Safe Harbor and Holtwood and the other 
facilities were operated in a manner to provide the electric 
services required equal to forty per cent each hour in the 
year of the service requirements, electric service require¬ 
ments, of the Edison Light and Power Company of York. 

Under Exhibit 72 the electric services rendered to the 
York area are no longer a flat and constant percentage of 
the electric service requirements of the York area but vary 
generally in proportion to the river flow. 

* # • 

[2547] Q. And that is what changes have taken place in 
the electric operations of Safe Harbor other than the gen¬ 
eration of quantity that you have mentioned in the ren¬ 
dering of service under Exhibit 72 as distinguished from 
the rendering of service under Exhibit 71? A. Render¬ 
ing of electric service? 
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Q. Yes. A. Under Exhibit 71 Safe Harbor rendered 
electric services to Edison Light and Power Company 
jointly with Penn Water. 

Under Exhibit 72 Safe Harbor Water Power Corpora¬ 
tion does not render any electric service to Metropolitan 
Edison Company but rather, in part at least, to Pennsyl¬ 
vania Water and Power Company. 

Q. Has that affected the electric operations of Safe 
Harbor other than the quantity of generation required? 
A. The operating responsibilities have changed but the 
actual rendering of service in the way I understand you 
to mean, that the methods of operations, procedures of 
operations have not changed on the part of Safe Harbor 
Company, but the operating responsibilities have changed. 
[2548] Q. By “operating responsibilities’’ you have refer¬ 
ence to the responsibilities of Safe Harbor under provisions 
of Exhibit 71 and the provisions of Exhibit 72. Is that 
right? A. Ido. 

Q. You have reference to contractual responsibilities. 

Is that right? A. That is right. 

• • • 

Q. You mentioned certain facilities installed by Safe 
Harbor in connection with electric energy that is ultimately 
delivered to the Pennsylvania Railroad Company. Among 
other things named was the frequency changer unit for 
conversion of 3-phase, 60-cycle energy to 25-cycle single 
phase, and the cable system and other things you men¬ 
tioned. Would those facilities have been installed by Safe 
Harbor if there were no requirements of delivery of elec¬ 
tric energy to Pennsylvania Railroad? A. I don’t know. 

Q. You do know, however, that Safe Harbor installed 
them by reason of the requirements of delivering electric 
energy to Pennsylvania Railroad at certain characteristics. 
[2549] Is that right? A. That is right. 

Q. Can you point to the provisions of any contract 
that has been identified or received in evidence in this pro¬ 
ceeding whereunder those installations were made by Safe 
Harbor? 
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The Witness: May I have that question read? 

(Question read.) 

The Witness: What do you mean by “wher minder”? 
By Mb. Goldbebg: 

Q. You have Exhibits 76 and 77? A. Yes, I can do 
that from the Pennsylvania Railroad contract, which is 
Exhibit 10? 

Mb. Spabks: Yes. Here it is. 

The Witness: I am referring to Exhibit No. 10, being 
the composite form of the several contracts with the Penn¬ 
sylvania Railroad Company for the supply of electric serv¬ 
ice to the Pennsylvania Railroad by the ‘ ‘ Supplying com¬ 
panies”, which refer to the Pennsylvania Water and Power 
Company, Safe Harbor Water Power Corporation, the Con¬ 
solidated Gas Electric Light and Power Company, and the 
Potomac Electric Power Company, and passing over the 
several preambles to the original contract which do refer 
to services and special facilities Article II, Section 2, states 
in part, *‘Electric Companies shall supply such additional 
power and energy when called upon [2550] under this Sec¬ 
tion, under the terms and conditions of this contract, and 
such additional power and energy, which may be furnished 
in part by additional single phase hydro generation ,, , which 
of course, was to be installed at Safe Harbor. 

Article Roman numeral III, Facilities, “Facilities to 
be provided and points of Supply.’’ 

“Electric Companies shall install, operate and main¬ 
tain all generating, transmission and switching equipment, 
except”—and then it refers to the 60 cycle 110 K. Y. cir¬ 
cuit to be provided by the railroad between a point south 
of Baltimore and the Benning plant of Potomac Electric 
Power Company. 

It also refers in that Article to the fact that Electric 
companies shall install, operate and maintain “such special 
equipment and facilities provided for the use of and at 
the request of Railroad Company, as may be called for from 
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time to time under the provisions of Articles VIII and 
IX.” 

Article Roman IV, “Characteristics of Supply.” It 
includes the provision that “The fields of the generators 
shall be designed and equipped with suitable voltage regu¬ 
lators”, and so forth, indicating a characteristic of the 
facilities to be provided. 

As I understand it, Mr. Goldberg, you want reference 
to the facilities provided by Safe Harbor. 

[2551] By Mr. Goldbebg: 

Q. Safe Harbor, yes. A. Only! 

Q. Yes. A. Article Roman VIII, “Annual charges 
for specified equipment and facilities.” Therein Section 1 
states: “At the written request of and upon reasonable 
notice by Railroad Company, Electric Companies shall in¬ 
stall, operate and maintain single phase water wheel gen¬ 
erators, converting equipment, cables, special 25-cycle bus 
for single phase supply to Railroad Company and switch¬ 
ing equipment, step-up transformers and transmission lines 
under terms and conditions as herein specified. Railroad 
Company shall call on Electric Companies to provide addi¬ 
tional single phase generating or converting capacity when 
the maximum”—and then it goes on to indicate conditions 
under which railroad may call for such additional capacity. 

It also provides in that article that “Railroad Com¬ 
pany shall endeavor to request the single phase waterwheel 
generators and transmission lines not less than eighteen 
(18) months, and other equipment and facilities not less 
than fifteen (15) months in advance of the date when such 
equipment shall be required.” 

That is not the whole of that section but enough to indi¬ 
cate the nature of railroad’s request. 

[2552] It further states in that article, “All such equip¬ 
ment shall be complete and adequate for the purpose in¬ 
tended regardless of whether all necessary details and parts 
are specifically mentioned in the tables.” 

I might mention that this article also refers to tables 
which are attached and made a part of that contract which 
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specify in more complete detail the special facilities to be 
provided thereunder. 

Section 2 of Article VIII specifies the annnal charges 
to be paid by the railroad on the equipment to be provided 
by the supplying companies which are referred to in two 
general sections. 

The first section refers to the initial equipment, includ¬ 
ing reference to equipment to be installed at Safe Harbor, 
and at or near Benning, and the second section referring 
to the additional equipment to be provided as required. 

The first item under this group includes the first addi¬ 
tional 25,000 K. W. frequency changer set at Safe Harbor, 
and additional frequency changer sets at Safe Harbor in 
addition to the first addition. 

I might say that the initial equipment to be provided, 
as I will refer to later, included one waterwheel generator 
to be installed in the Safe Harbor plant and one frequency 
changer to be installed at the Safe Harbor plant, and then 
specified payments were to be made for those facilities and 
[2553] others, and when additional facilities were to be 
provided specified payments were again stated in the con¬ 
tract subject to adjustment for commodity prices. 

Reference is then made to an additional waterwheel 
generator, to additional switching facilities at Safe Harbor 
in the Conestoga Substation, and then in Section 5 of Ar¬ 
ticle VIII it states the payments to be made to cover the 
first hydro unit at Safe Harbor, the first frequency changer 
unit, the 25-cycle single phase bus to be owned by Penn 
Water, the connecting cables between Safe Harbor plant 
and this substation bus, the step-up transformer substation, 
and the transmission line from Safe Harbor to Perryville. 

Then in Section 8 of Article VIII it provides that at 
such time as the railroad company shall call on “Electric 
Companies” to provide an additional single phase capacity 
at Safe Harbor under the provisions of this Article VUE, 
the “Electric Companies” will have the option to provide 





582 


George W. Spaulding, Cross 


either an additional frequency changer or an additional 
water-wheel generator. 

Then in article Roman numeral IX provision is made 
for “Electric Companies’’ to provide additional facilities 
not specified in the contract, and that the annual charges 
shall be a percentage of the cost of such facilities plus cost 
of operation and maintenance. 

It also refers to certain joint use of facilities [2554] 
including communication and metering circuits, and I should 
add that special facilities have been provided by Safe Har¬ 
bor and by Penn Water under the provisions of Article IX, 
and payments are being made currently in accord with 
such provisions. 

Q. Which facilities are those? A. Facilities in 
Conestoga Substation owned and operated by Penn Water 
in part, and in part occupied by the Pennsylvania Rail¬ 
road. 

Certain facilities were provided with the extension of 
the railroad’s electrification in Pennsylvania in 1937 and 
1938. 

Q. By Safe Harbor? A. Such facilities in part be¬ 
ing provided by Penn Water and in part being provided by 
Safe Harbor. 

Q. Is that part of this cable system which you men¬ 
tioned? You mentioned provisions of cable systems by 
Safe Harbor. A. No, this is something else. When the 
railroad provided on its own behalf for certain trans¬ 
formers and high tension switching equipment, and it is 
quite an elaborate layout, the controls, including relays, 
meters, etc., were provided in the Safe Harbor plant con¬ 
trol room for the operation of these railroad facilities. 
That involved certain cable facilities between the control 
point at Safe Harbor on [2555] the one hand and the 
switches, etc., in Conestoga Substation on the other, and 
Safe Harbor does own and operate such control cables and 
receives payment therefor in accordance with these pro- 
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visions, but they were not the cable systems referred to 
under preceding articles. 

Although there are other minor references to facilities, 
coordinated uses, etc., I shall pass to the tables of the con¬ 
tract where a more specific description is given of the larger 
special facilities. 

Table Roman I-A, covers the initial converting equip¬ 
ment at Benning and the initial generating and converting 
equipment at Safe Harbor, and it therein states that “Elec¬ 
tric Companies will provide, operate and maintain in and 
adjacent to the Safe Harbor Hydro-Electric Plant at Safe 
Harbor, Pa., one—25-cycle waterwheel generator”, with 
certain specified characteristics, and “cable connection be¬ 
tween the 60-cycle side of this machine and the main sta¬ 
tion-” 

I think I had better read in the entire part. 

“Electric Companies will provide, operate and main¬ 
tain in and adjacent to the Safe Harbor Hydro-Electric 
Plant at Safe Harbor, Pa., one—25-cycle waterwheel gen¬ 
erator, 28,000 K. W., 80 per cent P. F.” That means power 
factor—“single phase rating; one 60/25-cycle frequency 
changer, 25,000 K. W. 80 per cent P. F., single phase rat¬ 
ing on 25-cycle side, with cable connection between the 
60-cycle side of this machine and the main station 60-cycle 
bus; single [2556] phase cables together with oil circuit 
breakers, disconnecting switches, control and other appur¬ 
tenant equipment for connecting both 25-cycle machines to 
a 13 K. W. outdoor, 25-cycle single phase bus located in a 
substation near the mouth of Conestoga Creek at an annual 
charge of”—and so on. 

I might indicate there a moment which facilities were 
to be provided, were provided, irrespective of what may be 
said in here, what facilities were provided by Safe Harbor 
and what facilities were provided by Penn Water. 

It states here the “Waterwheel generator and fre¬ 
quency changer unit were provided in or immediately ad- 
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jacent to the Safe Harbor hydro-electric plant”, and were 
so provided by Safe Harbor. 

Safe Harbor also provided the single phase cables, 
25-cycle cables, between these machines and the 25-cycle 
railroad bus which was located in the Conestoga Substation 
of Penn Water. 

The oil circuit breakers on that bus and the disconnect¬ 
ing switches were installed, owned and operated by Penn 
Water, but the controls for such facilities are again car¬ 
ried back to the main control room of Safe Harbor. 

Then turning to Table II-A, initial substation at Safe 
Harbor, there again provision is made for this outdoor sub¬ 
station, 25-cycle single phase bus, etc., all of which was 
[2557] provided by Penn Water, but the controls, including 
certain relaying and metering equipment, were carried back 
to the control room at Safe Harbor. 

Trial Examiner: What do you mean by “carried 
back”? 

The Witness: The operating mechanism for an oil cir¬ 
cuit breaker for opening and closing the breaker is ordi¬ 
narily located on the oil circuit breaker structure. The 
mechanism is electrically controlled. That control may be 
adjacent, or it may be a long distance away, sometimes miles 
away. 

[2558] Trial Examiner: Were those controls controls 
which were already installed and in use by Safe Harbor 
or were they controls installed for this particular pur¬ 
pose? 

The Witness: They were installed for this particular 
purpose. 

Trial Examiner: By Safe Harbor? 

The Witness: By Safe Harbor, that is the controls 
themselves, including the cable circuits from the equipment 
running back through the tunnel and the powerhouse to the 
control room. 
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Trial Examiner: All right. 

Where is Conestoga Substation? 

The Witness: Conestoga Substation is adjacent to the 
Safe Harbor plant, and perhaps a quarter of a mile away 
from the nearest part of the plant, there is a hill interven¬ 
ing, and a tunnel has been drilled through that hill through 
which the power cables and control cables are run. 

The substation itself lies on the bank of Conestoga 
Creek and is adjacent to, immediately adjacent to, the 
project boundary but outside of the project boundary of 
Safe Harbor. 

Trial Examiner: You may continue. 

The Witness: Table HE-A provides for additional con¬ 
verting equipment at Safe Harbor, none of which has as 
yet been requested by the railroad. 

Table IV-A, additional water wheel generator at Safe 
[2559] Harbor covers the second water wheel generator 
which was requested by the railroad, or, rather, when the 
railroad requested additional capacity in accord with the 
provision I read a few moments ago Safe Harbor and the 
other electric companies had the option of installing either 
a second water wheel generator or a second frequency 
changer, and chose to install the water wheel generator un¬ 
der the provisions of Table IV-A. Those facilities were 
installed in 1941 or 1942. 

Table V-A includes provisions for additional trans¬ 
former and switching equipment at Safe Harbor. Again, 
a large amount of facilities have been installed and pay¬ 
ments are being made under provisions of Article V-A. A 
portion of the investment is owned by Penn Water and a 
portion by Safe Harbor. 

Table XI-A covers facilities for communication and in 
part for metering, and in part for supervisory control which 
involve controls, meters, and so forth, some of which, as 
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those tables clearly indicate, are located in the Safe Har¬ 
bor control room and some at other places. 

• • • 

[2560] Q. Are the facilities which are referred to in Item 
“G” as having been requested by Baltimore Company and 
Holtwood Company for installation by Safe Harbor pur¬ 
suant to Article III of Item “E” covered in Exhibit 10? 
A. Yes, they are. Do you want me to designate it? 

Q. If you wish to designate it. It is not necessary. 
A. Those facilities are specifically designated in Table 
IV-A. 

Q. So that even though the facilities are designated in 
Exhibit 10, before the facilities were installed by Safe Har¬ 
bor requests for their installation were made pursuant to 
the provisions of Item “E”? Right? A. No. 

Q. Referring you to the second 4 ‘whereas’’ clause of 
the first page of Item “G”, doesn’t that clearly show that 
Safe Harbor was requested by Baltimore Company and 
Holtwood Company to install additional machinery and 
equipment provided for in Exhibit 10 pursuant to Article 
HE of Exhibit “E”? A. I don’t read it that way, Mr. 
Goldberg. 

Q. How do you read Article III of the Original Agree¬ 
ment, referred to on the first page of Exhibit “E”? 

• • • 

[2561] The Witness: I understand this supplement agree¬ 
ment identified as Item “ G ” that we are referring to to pro¬ 
vide for the entitlements of the services to be rendered in 
connection with a seventh water wheel generator known as 
No. 1 unit which was installed by Safe Harbor Company un¬ 
der the provisions of the railroad contract we have just 
been referring to as Exhibit No. 10. 

By Mr. Goldberg : 

Q. Isn’t it a fact that though the facilities you have 
just referred to are included in Exhibit 10, that neverthe¬ 
less Penn Water and Consolidated, pursuant to Article HI 
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of Item “E” in this proceeding, requested Safe Harbor to 
install those facilities! A. May I have that question 
read, please? 

(Question read.) 

The Witness: No. 

By Mr. Goldberg : 

Q. Now we agree, don’t we, by referring to the sec¬ 
ond “whereas” clause of the first page of Item “G” that 
Baltimore Company and Holtwood Company requested 
Safe Harbor to install the facilities you have described to 
provide for increased power and energy requirements of 
Pennsylvania Railroad Company. Do [2562] we agree on 
that? 

• • • 

A. No. 

• • • 

Q. Do you agree that Baltimore Company and Holt- 
wood Company are referred to in the second “whereas” 
clause on the first page of Item “G”? A. Their names 
appear there. 

Q. Do you agree that it there states that Baltimore 
Company and Holtwood Company have requested Safe Har¬ 
bor Company to install additional machinery and equipment 
in order to provide for increased power and energy re¬ 
quirements of the Pennsylvania Railroad Company? A. 
Those words appear in there. 

[2563] Q. You agree that it says that? A. I agree the 
words you read are there. 

Q. Do you agree it says that, Mr. Spaulding? 

Trial Examiner: Answer the question yes or no. 

Mr. Sparks: If Your Honor please, he said he 

agrees it appears in the document. 

Trial Examiner: There seems to be some differ¬ 
ence. The witness is making a difference in words. 
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Mb. Spabks : Apparently Mr. Goldberg is, too. 

Trial Examiner: I am going to instruct the wit¬ 
ness to give a categorical answer yes or no. 

The Witness: I would like to have the question again, 
please. 

Trial Examiner : Very well. 

(Question read.) 

The Witness: It so states. 

By Mr. Goldberg : 

Q. And those facilities are described in Exhibit 10? 
A. They are. 

Q. And it also states on the first page of Item “G” in 
the second “whereas” clause that the request was made 
by Holtwood Company and Baltimore Company pursuant 
to Article III of ‘‘ The Original Agreement . 9 9 Is that right ? 
A. It so states. 

Q. What is the Original Agreement? [2564] A. It 
states in the first “whereas” clause it is the agreement of 
June 1,1931. 

Q. That is Item “E” in this proceeding. Is that right? 
A. Yes. 

Q. So the reference is to Item “E”—right? A. It 

is. 

• • • 

[2572] Q. Nevertheless, Safe Harbor energy was still be¬ 
ing utilized under Exhibit 71 as it had been under the Ex¬ 
hibit superseded by 71 to supply the requirements of Edi¬ 
son Light and Power Company? 

• • • 

[2573] A. Using “utilization” in the physical and operat¬ 
ing sense and not the legal sense, because there may have 
been a legal change, and there certainly was a change in 
the operating obligations as a result of the contract identi¬ 
fied as Exhibit 71, physical operations, and leaving out the 
additional interconnection path which was established at 
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about that time, the physical operations of Holtwood and 
Safe Harbor as respects its services to Edison Light and 
Power were not different except, perhaps, in magnitude 
and other characteristics of time and so on. 

Q. In all my questions to you along these lines it has 
been my intention to confine myself to physical operations 
and not to worry about the legal implications of contractual 
provisions or the legal implications of including some¬ 
body’s name in a contract. I have been a little bit con¬ 
cerned that where you have at first blush disagreed with 
me you were thinking of legal implications. I want to dis¬ 
abuse your mind of that. A. I don’t know whether I 
can entirely eliminate the terms of the contract, and again 
I am not speaking of the legal terms of the contract but the 
operating obligations of the contract. 

Q. You mean your understanding of what the contract 
means from an engineering viewpoint? A. That is 
right. 

[2574] They certainly were different under Exhibit 71 from 
what they were prior to that. 

• • • 

[2578] Q. When the flow of energy from Safe Harbor 
passes off Safe Harbor’s facilities and on to the facilities 
of Penn Water, from then on Penn Water controls the flow 
of that energy. Is that right? 

In the sense that Penn Water then owns and operates 
the facilities on which the electric energy flows. A. Penn 
Water owns and operates the facilities but one cannot, by 
holding up one’s hand, control the flow of power. 

Q. I realize that. In other words, neither can Safe 
Harbor do anything about it when that generator starts 
going, when the load is put on—right? A. Oh, yes. Safe 
Harbor in control of the generator can do just that. 

Q. You mean it can stop the generator from generat¬ 
ing? A. That is right. 

Q. I didn’t mean that. I mean when the load is on 
the generator starts generating, from then on Safe Harbor 
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cannot control the flow. Is that right? A. I am afraid 
that is not right because it is really Safe Harbor, through 
the control of its generator, together with the control of 
its railroad frequency changer used largely for the supply 
of electric services to Pennsylvania Railroad, is in perhaps 
the one position on the interconnected position where it can 
control the division of flow itself, [2579] under the instruc¬ 
tions, of course, of the load dispatching office in Baltimore 
which again is jointly operated by, and the expenses are 
paid by, Holtwood and Safe Harbor, each paying one-half. 

Q. But that control, if it exists at all, exists only so 
long as the energy remains on Safe Harbor’s system— 
right? A. No, I cannot agree with that. 

Q. When the energy passes off Safe Harbor’s system 
on to the facilities of Penn Water is Safe Harbor then in 
a position to control the flow of that energy? A. I am 
afraid you are getting into a legal field rather than a tech¬ 
nical field. Technically Safe Harbor is the one who can 
control it. Whether or not it flows over its own system, 
over the electric facilities of Penn Water, or of any one 
of the other interconnected electric systems, Safe Harbor 
can control the flow where perhaps the owner of those 
facilities cannot. 

Q. Are you basing that last answer on any legal con¬ 
cepts? A. None at all 

Q. I want to stay with the technical aspects of it solely. 
I do not want to get into any legal aspects of it. A. That 
is the reason I have not agreed with you, because I am 
sticking to the technical aspects. I have [2580] endeavored 
to say I am not considering the legal aspects. 

Q. You say that when the generation takes place at 
Safe Harbor and the flow of energy moves on to Holtwood’s 
facilities, Safe Harbor still may control and can control the 
flow of that electric energy. Is that right? A. That is 
right, physically they can and do. 

Q. How? A. I will endeavor to use a mechanical 
analogy. 
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Q. What is that? A. I will endeavor to use a 
mechanical or hydraulic analogy. 

[2581] Q. All right. A. If we have a reservoir with 
three pipe lines leading to some three different basins, but 
we also have a pipe connection between two of those lines 
some distance from the reservoir, the operator of that 
reservoir is the only one who can control the flow of water 
in those pipes, including the lateral connections, unless 
someone may install a valve in one of those pipes where he 
shuts the water off. 

Perhaps my analogy is none too perfect, because ac¬ 
tually Holtwood is situated like the man with the valve 
except that Holtwood cannot, as my analogy might indicate, 
slow up or turn off only part of the water. Holtwood can 
only stop the flow of water by opening up or breaking the 
pipe. Holtwood is not in a position to open up the valve 
and thereby control the amount of flow in that pipeline. 

Reverting to our actual physical operation: Safe Har¬ 
bor, under normal conditions, has as was shown by Exhi bit 
8 in this proceeding very frequently the only or at least 
a portion of the spinning reserve capacity on the system, 
except perhaps in very high flow when all of its resources 
are being utilized. Therefore Safe Harbor is the logical 
operating plant to change its generation. 

If at a given time there is a definite amount of power 
flow from Safe Harbor to Holtwood and, hence, to York, 
and at the same time there is a definite amount of power 
flow between Safe Harbor over the railroad circuits to 
Philadelphia, and thirdly, [2582] from Safe Harbor over 
the facilities of Pennsylvania Power and Light to Harris¬ 
burg, Safe Harbor has the greatest opportunity, and un¬ 
der normal operating conditions the only opportunity, of 
changing the flow of power on those three parallel paths to 
the northern system. By changing the total amount of 
generation they change not only the flow on all three of 
those paths simultaneously but having control as with a 
valve, being the railroad frequency changer at Safe Har- 
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bor, of the amount of flow over one of those they are there¬ 
fore able largely to control the flow over all three of those 
parallel paths. 

Q. As I understand it, the control extends to the 
amount and quantity? A. Oh, yes. 

Q. That will pass on to those three lines radiating from 
Safe Harbor. Is that it? A. Yes. 

Q. But once the quantity passes on to those three 
facilities and enters the system of Penn Water, Safe Har¬ 
bor’s control is at an end. Isn’t that right? A. Phys¬ 
ically? 

Q. Yes. A. I don’t see it. 

Q. Take the analogy of the reservoir. The man at the 
reservoir can control the amount of water entering each 
of those paths. Right? [2583] A. That is right. 

Q. That is where his control ends. Isn’t that so? 
A. Technically that is not correct. 

Q. Well, what other control does your man at the reser¬ 
voir have? A. He doesn’t need any other. 

Q. Well, what else did he have aside from what he 
might need? He opens up the pipes and lets a certain 
amount of water go into each one of them? A. That is 
right. 

Q. Then he closes the pipes. What other control does 
he have once he has done that? A. That is all. But 
that is all he needs to control the flow of power over these 
three parallel paths. 

Q. Not at all. I think you said there was a connection 
between one of the lines radiating from the reservoir and 
another one some distance from that. Is that right? A. 
That is right. 

Q. Now, then, that connection between lines A and B, 
shall we call them, presents another opportunity for alter¬ 
ing the flows in lines A and B—right? A. No. 

Q. Well, you can transfer a certain amount from A to 
B by reason of that connection or from B to A. Isn’t that 
so? A. You can, but as long as the flow in the three 
paths [2584] are the same the flow in the lateral pipe is 
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going to be the same by the laws of nature, and other 
physical facts. 

Q. Did you call it the basement ? Did you say the 
basement? A. Basin. 

Q. The connection of the basin to line B does not mean 
that that basin is going to receive all of the water that the 
man at the reservoir put into line B if part of that water 
is diverted from B over to A. Isn’t that so? A. But who 
is going to divert it? 

Q. Not the man at the reservoir—right? A. But the 
man at the reservoir is the only one who has any control 
over the amount. 

Q. Let’s hire somebody for the purpose of making use 
of that connection between A and B. A. Oh, if you 
change the size of the pipe, if you change the size of the 
outlet, you change the relations. 

Q. What is the purpose of the connection with A and 
B if it is not for the purpose of diverting part from A to B 
or B to A as may be desired? A. That was not part of 
my assumption, as to what the purpose was. I was just 
saying they were there. 

Q. But in your assumption you put in a connection be¬ 
tween two of the radiating lines, and I have named them A 
and B. [2585] A. Yes. 

Q. Having put that connection in there what did you 
put it in there for? A. Because it more readily simu¬ 
lates the many interconnecting lines that exist on the elec¬ 
tric power system of Penn Water and Safe Harbor. 

Q. And the interconnections are for the purpose of 
diverting the flows on to different lines as required? A. 
That is correct. Once the size of the transformers and the 
constants for circuits are fixed, the flow of the power on the 
three main lines and the radial line will not change unless 
another factor takes place we have not considered, unless 
the needs of the customers or persons at the three water 
basins at the end of the line should change. Then all the 
relations are changed. 
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Q. Holtwood under such circumstances might be in a 
position to bring about the changes but Safe Harbor would 
not be. Isn’t that so? A. I don’t agree with that. 
Changes might come about because of the change in the 
load requirements of the customers on Penn Water—Safe 
Harbor system on the one hand or at the three basins in 
our hydraulic analogy. The reason Holtwood Company is 
not in a position to do very much about the division of load 
is because its steam plant is normally operated at base 
load and does not vary its output. Furthermore, its fre¬ 
quency [2586] changers between its three-phase 60-cycle 
system and its three-phase 25-cycle system are seldom used, 
and when used have no manual control. Thirdly, because 
the only remaining 60-cycle capacity that Holtwood has of 
its own at Holtwood are two water wheel generators of 
very minor size compared to the installed hydroelectric 
capacity at Safe Harbor. It is for that reason that I felt 
confident in assuming that Holtwood could not control the 
flow on our water pipes, because it did not have any amount 
of additional water to inject into these pipes to change the 
division of flow. 

Q. You have said in your answer that Holtwood is not 
in a position to do very much about the division of flows. 
When you say ‘‘isn’t in a position to do very much” about 
it, that means to me that they can do something about it. 
Is that right? A. I don’t think I ever said that Holt¬ 
wood, in our earlier discussions, did not have any available 
capacity to control those loads. I think I carefully stated 
that under normal conditions Safe Harbor was the one 
major factor in the control of the flow of loads. I am quite 
sure I made that qualification. 

Q. You were just speaking in terms of division of flows 
which Holtwood could control in relation to capacity. Did 
you mean generating capacity? A. I did. 

Q. How about control in relation to switching and the 
like on the lines? [2587] A. I am endeavoring not to 
get too technical because the usual way of controlling power 
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flow over a network where you have three parallel paths 
is by the installation of a transformer bank with a phase 
angle control. There are no phase angle control trans¬ 
formers in our network. The only other way, therefore, 
that the division of load could be changed would be to open 
up a transmission circuit, and that would, of course, change 
the flow but it would usually give some concern to the cus¬ 
tomer whose circuit you open. 

Q. Once the flow passes off Safe Harbor’s facilities 
onto the facility of Holtwood it is only Holtwood that can 
exercise the latter control you have just named? A. 
That is correct. By “latter control” you mean opening up 
a circuit? 

Q. Yes, changing flows by opening up a circuit. A. 

Yes. 

• i • 

[2637] Q. Taking the component parts of the contract you 
do not know from a technical and operating sense what the 
preamble means when it says that “York Company is en¬ 
gaged in the generation, distribution and sale of electrical 
power and energy.” Is that right? 

• • • 

The Witness: That is a different question. I think 
I can answer that one. From a technical and operating 
sense that gives me a very good picture of what the general 
operations of [2638] the York Company were expected to 
be. 

By Mb. Goldberg: 

Q. Go ahead and tell us what that is. A. York Com¬ 
pany is engaged in the generation, distribution, and sale of 
electric power and energy. I don’t know what constitutes 
a sale, but to my mind that means that the York Company 
had certain operating responsibilities under that contract, 
or that had to be referred to and considered in connection 
with this contract from an operating point of view. 
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Q. What were the operating responsibilities it had? 
A. It had to generate, transmit and provide electric serv¬ 
ices, as I view it from a technical point of view. 

Q. All right. Now, what did you cover by the electric 
services? The words “power and energy”? A. Yes, to 
my mind that would include all of the attributes that we 
have been talking about relating to electric services. 

Q. And the words “power and energy” were used to 
cover those attributes. Is that right? A. In this par¬ 
ticular instance; yes. 

Q. Yes. That is right, isn’t it? A. In this particu¬ 
lar instance. 

Q. Yes. Now, go on to the next place where you find 
reference to “power and energy”. [2639] A. I find it 
in the next paragraph of the recitation. 

Q. Of Exhibit 71? A. That is right. 

Q. What does it state there? A. “Metropolitan now 
supplies electrical power and energy to York Company at 
2300 volts, at a point adjacent to York Company’s Central 
Substation.” 

Q. What was your understanding of the words that you 
have read? 

Mr. Myse: You mean from an operating stand¬ 
point again or general understanding? 

Mr. Goldberg : Technical and operating sense. 

The Witness: From an operating standpoint Metro¬ 
politan here only supplies electric power and energy. I 
take that to mean, and have taken that to mean, for the pur¬ 
poses in which I have used this contract in a technical and 
operating sense, that Metropolitan was going to supply cer¬ 
tain electric services with all the attributes we have been 
discussing. 

By Mr. Goldberg: 

Q. There, again- A. To a point near York Com¬ 

pany’s Central sub-station. 
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Q. And there, again, the electric services, with all of the 
attributes you have named in connection with that phrase, 
are covered by the words “power and energy”. Is that 
right? [2640] A. Yes, from an operating point of view’ 
they were. 

Q. And from a technical point of view? A. Well, for 
the only technical reason that I would have any occasion 
to refer to this contract, yes. 

Q. You referred to that contract for technical reasons 

—didn’t you? A. Yes. 

• • • 

[2662] A. Energy is the result of voltage and current. 

Q. How about frequency? Do we get that in there? 
A. Energy could be made available at a frequency. They 
are all closely interrelated, Mr. Goldberg. To say one can 
be present without the others is ignoring the practical as¬ 
pects of the components themselves. 

Q. You surprise me, Mr. Spaulding. You just have 
been telling us all of them are not present. A. They all 
don’t have to be but they all have an interrelation. 

Q. Now let’s see if we can establish that interrela¬ 
tion firmly in my mind. You said that power is the result 
of energy and time? A. That is right. 

Q. Is it correct to say that energy is the result of volt¬ 
age and current, and to stop there? A. No. 

Q. What else do I need? A. You have to take into 
consideration time there as well. 

Q. I see. So is it correct for me to say energy is the 
result of voltage, current and time? A. Of course, there 

must be frequency present. There must be phase present. 

• • • 

[2697] Q. Is it a fact that under items H and I Consoli¬ 
dated is entitled to all savings effected by Penn Water’s 

contracts with its Pennsylvania customers? 

• • • 

[2698] The Witness: What do you mean by the “savings 
resulting from its Pennsylvania customers”? 
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By Mr. Goldberg: 

Q. Savings you referred to at transcript 183 and 184 
in your direct testimony. A. May I see that, please? 

Q. Yes. I was just going to furnish the references. 
I think also at 196 of your direct testimony and 209 of your 
direct testimony. 

• • • 

The Witness: That is correct. 

By Mr. Goldberg: 

Q. In other words, such savings as are secured through 
coordinated system planning and through interchange 
transactions are applied in reduction of the amounts Con¬ 
solidated has to pay to Penn Water to make up the return 
Penn Water is assured of under items H and I—right? 
A. In part. The other savings result from operating sav¬ 
ings of Baltimore Company themselves so that they result 
from the contracts taken as a whole. 

Q. Am I correct in my understanding about the opera¬ 
tions that Penn Water makes interchange sales and pur¬ 
chases of power and energy when the generation of energy 
at a lower [2699] cost plant on one system can be used to 
replace generation at a higher cost plant on another sys¬ 
tem? 

• • • 

The Witness : Where we refer to interchange sales we 
are referring to the operating transactions between Penn 
Water on the one hand and Metropolitan on the other un¬ 
der the interchange provisions of Exhibit 72; and between 
Penn Water and Safe Harbor on the one hand and Penn¬ 
sylvania Power and Light on the other, with respect to the 
interchange provisions of Exhibits 76 and 77; and between 
Penn Water on the one hand and Philadelphia Electric on 
the other, as respects the provisions of the interchange ar¬ 
rangement which has not yet been identified in this proceed¬ 
ing between Penn Water and Philadelphia Electric. The 
savings resulting from such interchange transactions were 
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referred to in the pages you mentioned or adjacent thereto 
in my direct testimony. 

• • • 

[2700] Q. That is interchange transactions take place when 

the generation of energy at a lower cost plant on one sys¬ 
tem can be used to replace generation at a higher cost plant 
on another system? A. That is correct. 

• • • 

[2717] Q. Will you explain what you meant at transcript 

127 beginning at line 16 when you said, “The contractual 
arrangements for such interchange provide for an equi¬ 
table division of the savings in operation expense between 
the buying and selling companies in such transactions’’? 
A. It is a little involved, but speaking generally first if 
you have a transaction of an interchange nature between 
two companies, as I have described here on page 127, line 
16, and above that on the same page, such transactions are 
arranged whenever one company can generate a small in¬ 
crement of capacity and energy and other electric services 
at less additional cost than the other company can provide 
the same services. 

Trial. Examiner: How is that determined? How 
do you know when you can get it on that basis? 

The Witness: We have a load dispatcher in an office 
in Baltimore responsible for the operations of the two hydro 
companies. Expense of that office is divided between Penn 
Water on the one hand and Safe Harbor on the other. 

That load dispatcher has before him at all times figures 
showing what it would cost to generate 20,000 kwh. or 
other increments of energy and to provide 20,000 k. w. or 
other increments of capacity on each of the several systems 
with which we are interconnected. 

He also has before him, or can readily obtain, the cor¬ 
responding costs for providing the same electric services 
from [2718] Consolidated Gas Electric Light and Power 
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Company of Baltimore and perhaps of the Potomac Elec¬ 
tric Power Company in Washington. 

He then can determine, and does determine, subject 
to supervision, of course, whether there would be a saving 
by having one of the several alternate sources provide an 
increment of electric service the next hour or the next day. 
Usually they don’t try to schedule it further ahead than 
that. 

If he finds that there is a saving in having one com¬ 
pany provide such service over having another company 
provide the service, he is authorized to make the arrange¬ 
ments to obtain that electric service from the company hav¬ 
ing the lowest cost. By “lowest cost” I mean the cost of 
producing that increment of additional energy and capacity 
or other services. 

Now, after he has authorized the transaction and it is 
carried out, the load dispatcher, together with the power 
economy group who has responsibility for the accounting 
of the dollars of cost in such transactions, will determine, 
first, how much of those services were actually received. 
And he would determine from the company providing those 
services what their costs were in providing that increment 
of service. He will also determine from the company re¬ 
ceiving those services what their cost would have been if 
they had provided themselves that increment of service. 

Now, it may be that on the one hand those services 
would have cost $100 in one company and $150 by the 
other company. [2719] Having gotten all those figures to¬ 
gether, and as I testified in my direct testimony you divide 
the savings, the customer or the party who did provide the 
facilities will receive $125 and those dollars will be ac¬ 
counted for as coming from, being debited to the company 
who did not spend any of the dollars but got the service. 

• • • 

[2720] By Mr. Goldberg : 

Q. By third or fourth party transactions you mean non¬ 
member companies of the integrated system. Is that itt 
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A. No, I wouldn't say that, because I don’t know what you 
mean by “integrated” system. But if it were a company 
other than the named party to one of the interchange trans¬ 
actions we have been referring to this afternoon. 

Q. When you mentioned this load dispatcher who di¬ 
rects who is to supply the increment of service at various 
times, does he limit his concern solely to Safe Harbor, Penn 
Water and Consolidated, or does he extend his directions 
for supplying the increments of service to Philadelphia 
Electric, Pennsylvania Power and Light Company, Metro¬ 
politan Edison, and Potomac Electric Power Company? 
A. The load dispatcher I was referring to as being respon¬ 
sible for the operations of Penn Water and Safe Harbor 
system contacts directly, and makes arrangements with, the 
corresponding load dispatcher of the Philadelphia Electric 
[2721] system, the Pennsylvania Power and Light system, 
and the Metropolitan Edison system. 

If third-party transactions are to be provided or ar¬ 
ranged for with another company to the north of one of 
the three I mentioned, then those arrangements are made 
between the Penn Water-Safe Harbor load dispatcher on 
the one hand and perhaps, as an example, the Philadel¬ 
phia Electric load dispatcher on the other, and he in turn 
will make arrangements with the third party. 

Q. The third party to the north are those New Jersey 
companies you mentioned yesterday. Is that it? A. 
That is right. 

Q. How about Potomac Electric Power Company? 
Where do they fit into the picture? A. The Baltimore 
Company, Consolidated Gas Electric Light and Power 
Company of Baltimore, also has a load dispatcher, and it 
is his responsibility to know what the costs are on his own 
system, meaning Baltimore’s system, and on the system of 
Potomac Electric Power Company. He makes whatever 
arrangements are to be made between Baltimore and Poto¬ 
mac Electric Power Company, because Penn Water and 
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Safe Harbor have no operating arrangements for such 
transactions with Potomac Electric Power Company. 

Trial Examiner: This will not interrupt your 
cross-examination ? 

[2722] Mr. Goldberg: No. 

Trial Examiner: How does Holtwood-Safe Harbor 
load dispatcher in Baltimore know what the cost of 
energy would be if supplied by Consolidated if he 
doesn’t know where Consolidated will get it? 

The Witness: He has to get that from Baltimore’s 
load dispatcher and Baltimore’s load dispatcher has to 
know that first. 

Trial Examiner: He sits there and tries to figure 
out where he will get his energy for the next hour, or 
his services for the next hour? 

The Witness: That is right. 

Trial Examiner: Now, then, if he does not know 
where Consolidated will get it, in other words, he has 
to use approximation, then talk with Consolidated’s 
dispatcher to find out whether that approximation is 
correct or not. Is that right? 

The Witness: That is about right, sir. They are sit¬ 
ting at a desk with a telephone in front of them and using 
it almost continually. By 1 4 continually” I mean the very 
large part of each hour. They have before them figures 
which show right along what the costs are this minute, the 
next hour and the next hour and so on for at least 24 hours 
ahead. 

Trial Examiner: Those cost figures, then are 
made up as they go along each day? 

The Witness: They are, and they are continually be¬ 
ing exchanged. Probability is that right now all of these 
load [2723] dispatchers, and seven or eight may be in¬ 
volved, can tell you this minute what the costs are now 
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on each one of these systems, and they may change the 
costs in the middle of an hour if the load suddenly comes 
up by a thunderstorm. 

Trial Examiner : They do not use a standard price 

good for that day all through the year? 

The Witness: No, it is an elaborate table filled in 
hour by hour. Of course, there are basic figures. I hesi¬ 
tate to complicate it, but let me take the Philadelphia Elec¬ 
tric Company’s system, for example. The system op¬ 
erator, or the load dispatcher, as I have termed him, of the 
Philadelphia Electric system knows tomorrow morning 
what generating units he expects to have running, and if 
those generating units are all running and loaded as he 
had expected them to be he knows what the cost of each unit 
would be. 

Now, he also estimates what units, and how many units, 
he will need to meet an estimated load requirement for an 
hour or for a day. 

If, due to weather conditions, or other unforeseen con¬ 
ditions, the load is higher or lower he could tell you now 
what the effect of an increment change would be on his sys¬ 
tem tomorrow at any hour you might ask him. To that 
extent there are some basic figures that do not change. 
But as to what the actual costs are, and they will depend 
on how many units are running and how much load you 
have on a unit, that is something [2724] he has to figure out 
as he goes along. 

• • • 

[2725] Q. Now, then, before the Penn Water and Safe Har¬ 
bor load dispatcher calls up the Metropolitan Edison load 
dispatcher to request the delivery of a certain supply, does 
he communicate with Consolidated to get the Consolidated 
dispatcher’s views on that? A. He will naturally com¬ 
municate with the dispatchers of all these systems with 
which he has interchange arrangements [2726] in order to 
find out from what source it can be obtained most eco¬ 
nomically. 
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Q. Suppose the interchange snpply were to he used 
for famishing Consolidated’s needs? Would the Penn 
Water load dispatcher communicate with the Consolidated 
load dispatcher to ascertain, or determine, the source from 
which he was going to secure the supplies? A. May I 
have the question again, please? 

(Question read.) 

The Witness: Not necessarily. If the Penn Water- 
Safe Harbor load dispatcher advised Baltimore Company 
that he was in a position to obtain a specified amount of 
electric services the next hour, and knew from the informa¬ 
tion before him that the cost of such service would be less 
than Baltimore would have to expend in providing the same 
service, inasmuch as the service was going to Baltimore, 
and I presume we are still talking about interchange trans¬ 
actions, Baltimore would have naturally the right to say 
they didn’t want it on the one hand, but they wouldn’t be 
concerned with the name of the party from whom Penn 
Water might be going to get it on the other. 

Q. In supplying Consolidated’s requirements under 
Items “H” and “I” is Penn Water obligated to secure the 
supply from the cheapest possible source at all times? 
A. It has a joint obligation with Baltimore Company to 
plan and operate the system in such a way that the result 
will be [2727] the minimum of cost to the system. 

Q. Well- A. And it is therefore a joint obliga¬ 

tion of Baltimore and Penn Water and Safe Harbor to do 
so, and therefore I think it is an obligation of Penn Water 
to assure itself, as well as assure Baltimore, that it did 
carry out the transactions in such a manner as the costs 
would be a minimum. 

Q. And the interchange agreements then are part of 
the means of securing the maximum economy from the op¬ 
erations of the system and are so utilized. A. The in¬ 
terchange agreements make possible economies in the op¬ 
eration of the system which would not be possible without 
them. 
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Q. When yon refer to the joint responsibility of Safe 
Harbor, Penn Water and Consolidated to operate the sys¬ 
tem to secure the greatest amount of benefits cost-wise and 
perhaps operation-wise as well, you are referring to the op¬ 
erating committee which is set up. Is that right? A. 
The operating committee is the group who carries out the 
operations to do that, yes. 

Q. Is the operating committee in session every day? 
A. No, indeed. 

Q. But if they are not in session every day, how is it 
carried on during that period of time when the operating 
committee is not in session? [2728] A. The operating 
committee have assistants who devote a larger part of their 
time to such matters, and the operating committee has also 
delegated a certain amount of such duties to a group known 
as the power economy group. That power economy group 
is made up of perhaps six or eight people, including certain 
clerical assistants, and the expenses of that office are borne 
one-third by Baltimore Company, one-third by Penn Water, 
and one-third by Safe Harbor, and the functions and duties 
and responsibilities of that group, the power economy 
group, are derived only from the operating committee so 
far as those duties relate to the contracts we have been dis¬ 
cussing. And that power economy group in turn instructs 
at times, and informs at other times, the load dispatchers 
of the facts that they may need and have before them to 
actually perform the things that I have been discussing with 
you and the Examiner. 

Q. Sooner or later, then, the functions of the operating 
committee and its assistants and the functions of the load 
dispatchers are correlated, and there is an exchange of in¬ 
formation to carry out the operations of the system for 

maximum- A. For maximum overall economy and 

maximum utilization of resources. 

Q. And that applies to the operations in respect to 
Items “E”, “F”, and “G”, “H” and “I”, Exhibits 72, 
73, 74, 75, 76, and 77, and the unidentified interchange 
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agreements you and I [2729] have discussed today. Is that 
right? A. I don’t know whether that is taking in too 
much territory or not, but as long as it is limited to the 
joint responsibilities of the operating committee to provide 
the maximum economy it is naturally necessary to give con¬ 
sideration to all of the necessary operations required in 
connection with these contracts you have mentioned, and 
others, of Baltimore Company—with the Bethlehem Steel, 
with Potomac Electric Power Company, and many other 
contracts. But that does not mean that I, as a member of 
that operating committee, have any particular working 
knowledge or operating knowledge of the requirements un¬ 
der those contracts of Baltimore Company. 

Q. However, you have a knowledge, or general knowl¬ 
edge, at least, of the operations and of the costs involved? 
A. Yes. It is necessary to have that in order to know 
whether it is possible to carry out these interchange ar¬ 
rangements, to obtain the minimum of operating costs, or 
maximum of economy, "within the limits of the provisions of 
those other contracts. Otherwise, I have no interest in 
them- 

Q. Yes. A. —as a member of the operating com¬ 
mittee. 

Q. Yes, naturally it has to be within the provisions of 
the existing contracts—right? A. Yes. 

• • • 

[2735] Q. When you speak of Items H and I, and E, F, and 
G being interdependent, in what sense do you use the word 
“interdependent”? A. That they have to be taken to¬ 
gether. 

Q. In what sense do they have to be taken together— 
legally? A. That I don’t know. I was speaking of it 
from an operating sense. 

Q. From a physical sense. A. I think so, if by 
“physical” you mean from the operating point of view. 

Q. Well, from an operating point of view how are they 
interdependent? A. The operations are carried out, and 
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can be carried out, as they are carried out, only because 
both of them are [2736] there, and we seldom, and by “we” 
I mean the operating people, think of one contract or the 
other contract, but think of them together in our operating 
practices, carried out as though, and only because, both of 
them are there. We make no distinction between one or the 
other except for the accounting of energy on the one hand 
and the preparation of the bills on the other as distinct from 
the operations under the two contracts. 

Q. Would you say that they are interdependent in the 
sense that when Penn Water and Consolidated contracted 
under Items E, F, and 6 with Safe Harbor for Safe Har¬ 
bor’s entire output that Penn Water and Consolidated were 
then able to contract under Items H and I in such manner 
as to effect the complete coordinated utilization of the 
facilities of Penn Water, facilities and resources of Penn 
Water and Safe Harbor? A. I think you have to take 
them together in order to be able to obtain the operating 
benefits that are obtained. I don’t know what the parties 
had in mind. 

Q. I am interested in what you had in mind when you 
said “interdependent”. A. I had in mind that you have 
to consider them together from an operating point of view. 
You cannot consider one separately from the other. 

Q. Because you do not get complete coordination of 
the [2737] facilities and resources of Safe Harbor and Penn 
Water without consideration of Items H and I, and E, F, 
and G—is that it? A. In part, but also because you can¬ 
not determine whether electric services are coming from 
one or the other, under one of the other contracts or from 
one of the other plants and other facilities. 
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[2757] 

Cross-Examination. 

By Mr. Goldberg : 

• • • 

[2776] Q. Mr. Walls, isn’t it a fact that as a result of the 
review you have made of the exhibits described in your 
statement [2777] that in each of the years 1935 to 1945 
inclusive, without exception, Safe Harbor represented to 
the SEC that Safe Harbor sells electric energy? A. Yes, 
sir. 

Q. And isn’t it a fact that it represented that such 
sales of electric energy are made to only two customers, 
namely, Consolidated and Penn Water under the agree¬ 
ments we know of in this proceeding as Items “E”, “F” 
and “G”? A. Yes, sir. 

Q. Isn’t it a fact that in each of the years 1935 to 
1945 inclusive, without exception, Safe Harbor represented 
to the Securities and Exchange Commission that its reve¬ 
nues are derived solely from the sale of electric energy 
which are made to Consolidated and Penn Water? A. I 
think so. 

Q. Revenues from sales of electric energy, not these 
other operating revenues? 

Mr. Sparks: Yes, but your question, I think, stated 

“Isn’t it a fact that Safe Harbor represented that its 

revenues were solely from the sale of electric energy?” 

By Mr. Goldberg: 

Q. Let me amend the statement to say that its revenues 
from the sales of electric energy were derived solely from 
sales of electric energy to Consolidated and Penn Water? 
A. That is a more correct statement. 

[2778] Q. Isn’t it a fact that throughout that period of 
time, 1935 to 1945, inclusive, Safe Harbor never suggested 
to the Securities and Exchange Commission that it sells 
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electric energy under any other contracts? A. That is 
the case so far as I know. 

Q. Isn’t it a fact that at no time from 1935 to 1945, 
inclusive, had Safe Harbor ever suggested that it sells 
electric energy jointly with Penn Water or any other Com¬ 
pany? 

• • • 

The Witness : I do not know of any unless there be an 
implication to that effect in the legal language in these 
exhibits. 

By Mr. Goldberg: 

Q. From an engineering viewpoint you found no such 

implications, did you? A. I did not find any such. 

• • * 

[2797] Q. Now, as a result of your examination of the ex¬ 
hibits which you have referred to in your statement this 
morning, you know, do you not, that in each of the years 
1935 to 1945, inclusive, without exception, Penn Water rep¬ 
resented that it sells electric energy to Consolidated under 
Items H and I? A. Yes, sir, in these statements. 

Q. And that it represented at all times during that 
period that it purchases electric energy from Safe Harbor 
under [2798] Items E, F, and G? A. Yes. 

Q. And that at all times during that period Penn Water 
represented that it sells electric energy to Philadelphia 
Electric Company, Pennsylvania Power and Light Com¬ 
pany, Metropolitan Edison Company, and Edison Light and 
Power Company? 

• • • 

The Witness: I think so, but I don’t recall at the mo¬ 
ment whether that was for every year. 

By Mr. Goldberg: 

Q. At least the exhibits will speak for themselves? 
A. Yes, sir. 

Q. And as a result of your examination of the exhibits 
referred to in your statement this morning you know, do 
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yon not, that it was never represented by Penn Water that 
jointly with Safe Harbor it sells electric energy to any 
customers. Is that right? A. Unless there was some 
legal implication to that effect. 

Q. Otherwise yon saw nothing to that effect? A. 
Correct. 

• • • 

[2799] Q. And in yonr examination of the exhibits yon saw 
no representations by Penn Water that it sells capacity 
and not electric energy to Consolidated under Items H and 
I. Isn’t that right? A. As far as I remember, yes, sir. 

Q. And yon do not know of any statements filed by 
Penn Water with the S. E. C. in which it made contrary 
representations. Isn’t that right? A. I don’t recall 
them. 

Q. And as in the case of Safe Harbor, Penn Water’s 
representations were also representations to the Public and 
to prospective investors and present investors—right? 
A. I think that that is so. 

• • • 

[2816] Q. I show you Exhibit 73, Mr. Walls. Is that ex¬ 
hibit framed in accepted nomenclature among engineers? 
A. Yes, sir, that would be understood by engineers, but it 
is not an accurate representation of the operating situation. 

Q. Is it accepted expression when they speak about 
sale of electric power and energy in that agreement? A. 
It is accepted in the sense of being usual and there being 
no necessity to be more explicit, yes, sir. 

Q. And it is accurate when used in Exhibit 73, isn’t 
it? A. Sufficiently accurate for the purposes of the con¬ 
tract. 

Q. It is sufficiently accurate in connection with any 
disputes which might arise under the contract—isn’t that 
so? A. I don’t know about that. I often find in con¬ 
tracts that the intent does not appear later on after in¬ 
vestigation by lawyers to be the intent that I thought the 
contract was founded upon, so that disputes arise. What 
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disputes arise in connection with that contract I don’t 
know. 

Q. When it states, at page 3 of Exhibit 73 that PX, 
meaning Philadelphia Electric Company, may obtain elec¬ 
trical energy, what does it mean? A. It means electric 
supply if interpreted in the fashion [2817] I would inter¬ 
pret it. 

Q. It means electric services? A. Yes, sir. 

Q. And that is accepted nomenclature for describing 
electrical services, isn’t it? A. That is accepted nomen¬ 
clature for the purposes of a contract like this but it is not 
a fully accurate description. 

Q. Mr. Walls, you know, as an engineer of many years’ 
experience, that it is accepted nomenclature not only for 
purposes of contracts but for any other purposes you have 
ever heard engineers discuss the subject. Isn’t that so? 
A. No, sir, I wouldn’t say that. 

• • # 

Q. And you have used them as synonymously with 
“electric services”—right? A. I think that “power and 
energy” have often and even generally been used in con¬ 
tracts as synonymous with electric service, but not always. 
In the old days they generally referred to “power” without 
the word “energy.” 

Q. They were using them as encompassing the word 
“energy”—[2818] right? A. Yes, sir. 

Q. Back there in 1920? A. Well, and earlier than 
that. 

Q. Along in 1920 as well? A. Yes, sir. But I do 
not believe that electric service itself is synonymous with 
“power and energy.” In other words, it may sound queer, 
but “power and energy” may be used sometimes as a sub¬ 
stitute for electric service but “electric service” may con¬ 
vey a meaning that is more than that conveyed by “power 
and energy.” 

Q. Engineers use them interchangeably, power and 
energy used as synonymous with electric services by engi- 
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neers. Isn’t that sol A. Yes, but very loosely. When 
used that way it may be incorrect. 

Q. You use it that way yourself? A. Often, and ex¬ 
pect to do so in the future. 

Q. Other engineering associates in your company do 
that? A. Yes, sir, where there is no need to be more 
accurate. 

Q. And in contracts there is need to be careful, isn’t 
there? A. There is need to be careful, but there is not 
always need to be fully explicit. 

Q. Although there is not need to be fully explicit, 
[2819] “power and energy” has been carefully used in the 
contracts of the company to cover what you are today re¬ 
ferring to as electric services. Isn’t that so ? A. I think 
it has not been carefully used. I think it has been loosely 
used because it is a convention. 

Q. Would you say that it is now necessary to revise 

your contracts? A. I shouldn’t think so. 

• • • 

[2834] Q. In other words, you were negotiating for electric 

services, for example, under Exhibit 72, is that right? A. 

Yes, sir. 

Q. And the electric services were described in the 
[2835] terms used in that agreement? A. Yes, sir. 

Q. And that is the case in the other agreements which 

I have shown you; is that right? A. Yes, sir. 

• • • 


[2840] GEORGE W. SPAULDING. 

• • • 

Cboss-Examination (Continued). 

By Mb. Goldbebg : 

• • • 

[2877] Q. Have you had an opportunity to check any of 
the matters I requested you to check, Mr. Spaulding, one 
of them being—did Penn Water submit a bill to Philadel¬ 
phia Electric Company in behalf of Penn Water and Safe 
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Harbor? A. I find no evidence that a bill has been ren¬ 
dered to the Philadelphia Electric Company for firm power 
services at Coatesville which was rendered both by Penn 
Water and Safe Harbor. 

I don’t say there aren’t any, but I have not been able 
to find any. 

Q. The bills you are able to find appear to have been 
rendered in the name of Penn Water only to Philadelphia 
Electric Company. Is that right? A. That is correct. 

• • • 

[2880] Q. In other words, the terms of the agreements for 
firm power supply and interchange supply among the 
several systems that you have just mentioned are such as 
to permit the shifting of supply in the network to various 
load centers so that the cheapest possible source of genera¬ 
tion is being used to meet the load requirements of the 
systems you have named—is that right? A. That is 
right. 

• • • 

Q. In other words, provision has been made for co¬ 
ordination of the operations of the systems you have named, 
namely, Safe Harbor system, the Consolidated system, the 
Penn Water system, Philadelphia Electric system, Penn¬ 
sylvania Power and Light system, Metropolitan Edison sys¬ 
tem, and Pepco system. Is that right? 

i t • 

The Witness : The several agreements which we have 
been referring to in the last several days, together with 
other [2881] agreements which have not been identified in 
these proceedings, permit coordinated operations of and 
between the parties you have named to the extent that 
transmission facilities permit. 

• • • 

[2893] Q. Well, do you know of any provisions in any of 
the agreements which have been identified in this proceed¬ 
ing, or received in evidence, which authorizes Penn Water 
to take Safe Harbor’s share of the savings under Exhibits 
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76 and 77 and credit them wholly to Consolidated in con¬ 
nection with provisions [2894] of Items “H” and “I”? 
A. I don’t think I do, but when Baltimore Company under¬ 
took, under “E”, “F” and “G” and “H” and “I”, to 
provide a specified return dollarwise with certain adjust¬ 
ments to Safe Harbor on the one hand and Penn Water 
on the other, those companies at that time gave up any 
opportunities to increase their earnings as the result of 
any economies within the company, or any economies of 
coordinated operation with others. As a result of those 
agreements, therefore, any savings that should properly 
result, and do result, from the equitable division of savings 
resulting from coordinated operations go to reduce the 
payments made by Baltimore Company to Safe Harbor on 
the one hand and to Penn Water on the other. Under “E”, 
“F” and “G” Baltimore Company pays a specified dollar 
payment for the entitlements it receives under that con¬ 
tract. Baltimore does not get those entitlements, never 
expected to get those entitlements as such, namely, as elec¬ 
tric services. In lieu of its entitlements of electric services 
it does receive the revenues obtained from the sale of elec¬ 
tric services to which Baltimore Company is entitled under 
“E”,“F ”and“G” 

A further accounting, and all further accounting, of 

savings or economies resulting from the operations of Safe 

Harbor on the one hand and Penn Water on the other, all 

go, accountingwise, to reduce the net revenues paid by 

Baltimore Company to Holtwood Company, that is, Penn 

Water, under the contract identified as [2895] “H” and 
<< 

Q. In other words, whatever savings there may be as 
a result of the coordinated operations go to reduce Con¬ 
solidated’s payments to Penn Water under Items “H” and 
“I”, a contract to which Safe Harbor is not a party. Right? 
A. It is not a named party, no, sir. 

Q. And my statement is right? A. That is right. 

Q. And part of these economies you say belong to Safe 
Harbor—right? A. I think they do. 
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Q. And though they belong to Safe Harbor they are 
used by Penn Water in an agreement to which Safe Harbor 
is not a party—right? A. They are so accounted for. 

Q. They are so used—right? A. They are so ac¬ 

counted for. 

Q. Do you make some distinction between them? A. 
I don’t know whether there is a distinction. 

Q. But none of these savings are in any way involved 
in the payments made under Items “E”, “F” and “G” by 
Consolidated and Penn Water. Is that right? A. Pay¬ 
ments by Consolidated and Penn Water are entirely inde¬ 
pendent of services rendered. 

• i • 

[2896] These savings do not affect in any way the pay¬ 
ments made by Baltimore and Penn Water to Safe Harbor 
under contract identified as “E”, “F” and “G”. 

• • • 

[2897] Q. The objective of the coordinated operations, as 

I understand it, is to use the cheapest source of supply to 
meet the requirements at various load centers—right? 
A. Generally, yes. 

Q. And is that practice followed with respect to Ex¬ 
hibit 73, for example, the Coatesville power supply con¬ 
tract? A. Generally. 

Q. And that- A. Yes, but let us be sure there is 

no misunderstanding about that. That has to do only with 
the total generation on the system and not the responsi¬ 
bilities of the respective parties to this overall intercon¬ 
nected system we have been talking about. The coordinated 
operations are one thing. The operating responsibilities 
are quite something else. So that when we talk about the 
savings resulting from coordinated operation we are talk¬ 
ing about the savings resulting from the scheduled opera¬ 
tions and not the savings resulting from the operating re¬ 
sponsibilities under any single contract. 
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[2904] Q. When Exhibit 71 was entered into were Items 
E, F, and G changed in any way? A. I don’t know, Mr. 
Goldberg, whether or not it was. 

Q. Well, yon know it is marked in this case. Look at 
it and tell me what was changed, if anything? A. I don’t 
mean that anything in writing was changed, but I don’t 
know whether the provisions of E, F, and G, or the operat¬ 
ing responsibilities under E, F, and G, were changed when 
contract identified as 71 was entered into or not, with [2905] 
the approval of all parties. 

Q. Exhibit 71 was entered into—do you know of any 
amendments entered into with respect to Items E, F, and 
G at that time? A. No, I am pretty sure there were 
none. 

• • • 

Q. What was done to Items E, F, and G, when Exhibit 
73 was entered into? Amended, supplemented, revised? 
A. There were no changes made when 73 was entered into. 

Q. Or when 74 was entered into—right? A. That 

is correct, no changes in E, F, and G in writing as such. 

Q. What does that—no changes in E, F, and G in writ¬ 
ing as such mean? A. That is right. 

Q. You mean there were no changes in writing that 
you know of? A. I don’t know whether there was any 
change in the responsibilities of the parties or not. I think 
there must have been, without being a lawyer. E, F, and 
G was entered into in 1931, and there were certain entitle¬ 
ments to which Baltimore was entitled to on one hand and 
Penn Water entitled [2906] to on the other. 

Then subsequent to that time, and as I recall it 
after the charter rights of Safe Harbor were extended by 
the Pennsylvania Commission in 1932, subsequent to that 
time the contract between Penn Water, Safe Harbor, and 
Edison Light and Power Company was entered into with 
the approval of Baltimore Company and Penn Water. I 
don’t know from the legal point of view what changes took 
place in the contracts identified as E, F, and G, but cer¬ 
tainly something took place right at that time. And again 
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when the contracts were entered into in 1933, I believe it 
was, with Coatesyille, the contract identified as Exhibit 73, 
Safe Harbor was made a party to that contract, made a 
party to that contract with the written consent and approval 
of Baltimore Company. 

Penn Water, of course, likewise, was a party. Cer¬ 
tainly some change took place in the obligations and re¬ 
sponsibilities of Safe Harbor under E, F, and G when it 
entered into those contracts. 

Now, as an engineer, I don’t know what the changes 
were, but it certainly changed the entitlements of the serv¬ 
ices as distinct from dollars under E, F, and G. Baltimore 
and Penn Water still were entitled to two-thirds and one- 
third, but certainly Baltimore did not expect to get, and 
did not get, as much services from Safe Harbor under E, 
F, and G, after Safe Harbor entered into the contracts 
identified as Exhibits [2907] 71, 73, and 76, and the Penn¬ 
sylvania Railroad contract. 

Trial Examinee : Where did Safe Harbor get that 
written consent from Consolidated entered as Exhibit 
73f 

The Witness : Before- 

Trial Examiner : Have we marked it for identi¬ 
fication? 

The Witness: No. 

Trial Examiner: This is something new, then? 
You are testifying to something which has not been 
testified to before? I do not recall it. 

The Witness : I think it has been referred to, Mr. Ex¬ 
aminer, but the letters have not been identified. 

Mr. Goldberg : You took the words right out of my 
mouth, Mr. Examiner. I was about to request that 
written consent be brought in here. 

Trial Examiner: Very well 
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Me. Goldbebg : Mr. Spaulding, will you provide us 

with Consolidated’s consent, if it exists, to Exhibits 

71, 72, 73, 74, 75, 134, 76 and 77? 

The Witness: How about the railroad contract. Of 
course, Safe Harbor was a party to the railroad contract. 
My recollection is that no written approval was necessary 
from Baltimore Company for Safe Harbor to enter into the 
railroad contract because Baltimore Company itself was a 
party thereto. 

By Mr. Goldbebg: 

Q. Do you have something in writing on Exhibit 10? 
[2908] A. No, there is nothing in writing, I mention that be¬ 
cause— 

Q. Is it your interpretation as to why there is noth¬ 
ing in writing? Is that right? A. I don’t attempt to 
make an interpretation as to why there is nothing in writ¬ 
ing. I explained that there was no letter because counsel 
for Baltimore Company and Penn Water felt that the fact 
that Baltimore Company and Penn Water were already a 
party to the contract, any formal approval was unneces¬ 
sary. I remember that because I participated in those dis¬ 
cussions. 

Q. You have nothing in writing on that? A. No, it 
was agreed nothing in writing was necessary. 

• it 

[2921] Q. Well, are the operations of Safe Harbor and 
Consolidated physically inseparable in the same way that 
you testified at transcript 195, that the operation of Penn 
Water and Safe Harbor to Baltimore Company are 
physically inseparable? A. No, there is a distinction be¬ 
tween them. 

Q. What is the distinction? A. The two hydro 
plants and the steam plant of Penn Water are operated as 
a single combined source of electric services, and it is im¬ 
possible to distinguish between the services from one plant 
and the services from the other plant. By “plants” I 
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mean the hydro and steam plants of Penn Water on the 
one hand and Safe Harbor on the other. 

Yon cannot determine whether the kilowatt comes from 
one [2922] plant or the other, or a kilowatt honr, or a 
K. V. A. comes from one plant or the other. 

You can tell how much of each the two plants pro¬ 
vide, but their operations are closely coordinated in order 
that full utilization may be made of the river flow and of 
the storage available largely above the Safe Harbor dam, 
but including such storage as is available below the Safe 
Harbor dam in the Holtwood pond. 

• • • 

[2923] Q. You say the operations of Consolidated are not 
as closely coordinated with those of Safe Harbor and Penn 
Water as are the operations of Safe Harbor and Penn 
Water—right? A. That is right. 

Q. You say there is some difference of degree—right? 
A. That is right. 

Q. Where does that difference of degree begin to take 
effect? A. It takes effect all through the operating re¬ 
sponsibilities. 

Q. You say that it is impossible to distinguish between 
the services being rendered by Safe Harbor hydro and 
the services from Penn Water’s hydro and steam plant— 
right? A. Generally. 

Q. Is it possible for you to distinguish between the 
services being rendered by Consolidated’s steam plant and 
[2924] those being rendered by Penn Water and Safe Har¬ 
bor hydro? A. Yes. 

Q. How can you make that distinction? A. Well, 
it can be done and it is done. 

Q. Can it be done at the time you have power coming 
up from Baltimore and generation at Safe Harbor? A. 
Yes. 

Q. How do you do it? A. You know how much ca¬ 
pacity and energy and other services are being generated 
from the two hydro plants on the combined system, and 
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you know what is being generated by the power resources 
of Baltimore on the other hand. 

Q. You know that with respect to the coordination of 
the two hydros up there on the Susquehanna and steam 
plant at Holtwood—right? 

The Witness: May I have that question? 

(Question read.) 

The Witness: Yes. 

By Mb. Goldbebg: 

Q. What is there which enables you to distinguish what 
is being rendered by Consolidated when there is generation 
at Safe Harbor but does not enable you to make the same 
distinction where there is generation at the Safe Harbor 
and Holtwood hydros and at the Holtwood steam plant? 
A. May we refer to Exhibit No. 8? 

[2925] Q. Yes. A. And looking at the upper right-hand 
diagram we see the electrical services provided by hydro, 
which includes the services provided from the Holtwood 
hydro plant to Penn Water and at Safe Harbor hydro plant 
at Safe Harbor. They are operated in the upper part of 
that curve, shown colored in green, in a manner to obtain 
the maximum use of the hydro capacity and the hydro 
energy. It is impossible to say what kilowatt, or what kilo¬ 
watt hour of that green area, comes from Holtwood and 
what comes from Safe Harbor. In any hour it is easy to 
determine how much comes from each, but the way in which 
the river flow is used in the two plants, and the two plants 
operate in service, you have to take the operation of the two 
plants together in order to obtain the maximum utilization 
of the river flow. 

If you take the section below the green area you find a 
portion of the curve which is indicated comes from steam 
source No. 3. 

My testimony in connection with that exhibit indicated 
that that steam source is used to provide electric services 
required in that area. 
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Now, in that instance, although there may have been 
several combinations of boilers and turbo generators, and 
in fact there may have been such units in several plants, 
they are not inter-dependent on each other, and although it 
is not [2926] shown here as to which steam plant or steam 
source is fitted into each imaginary square of that area it 
could readily be done by knowing the relative incremental 
costs of those several combinations of boilers and turbo 
generators. So there is no inter-relation of the steam 
sources in that group although there is a very close inter¬ 
relation resulting from the very close operation and oper¬ 
ating responsibilities of the two hydro plants in the green 
area. 

• • • 

[2945] Q. I show you now, Mr. Spaulding, the annual re¬ 
port of Pennsylvania Water and Power Company for the 
year ended December 31, 1945, to the Federal Power Com¬ 
mission on F. P. C. Form No. 1 and direct your attention 
to pages 512 and 513 of that report. At those pages does 
Penn Water report the sales of electric energy to anybody? 
A. In column (p) of page 513, Schedule 530, c ‘Sales to 
Other Electric Utilities,’’ there is reported according to 
the instructions of the Federal Power Commission certain 
kilowatt hour figures. 

Q. To whom is it reported by Penn Water that they sell 
electric energy on pages 512 and 513? A. Well, there is 
a recording of kilowatt hours in this schedule of energy, 
as indicated by the items reported in column (p) to the 
Consolidated Gas Electric Light and Power Company of 
Baltimore to the Pennsylvania Power and Light Company 
to the Philadelphia Electric Company at Coatesville and 
[2946] to the Edison Power and Light Company at York. 
I don’t know that it indicates an energy sale. It is a record¬ 
ing of energy in connection with this statement. 

t • t 

[2947] Q. And the sales to the other electric utilities are 
[2948] shown as being made to Consolidated of Baltimore, 
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Pennsylvania Power and Light Company, Philadelphia 
Electric Company, and Edison Light and Power Company 
—right? A. Yes. The entries on pages 512 and 513 are 
made in relation to the sales to those companies as an 
accounting matter. 

Q. You mean an accountant made up pages 512 and 
513? A. I think an accountant prepared the framework 
within which certain figures were entered. 

Q. You mean an accountant for the Federal Power 
Commission? A. I don’t know. 

Q. Who is this accountant you referred to who pre¬ 
pared the framework? A. May I refer to instruction 
No. 4? 

Q. On page what? A. 513. “The number of kilo¬ 
watt hours sold should be the quantities shown by the bills 
rendered to the purchasers.” 

I want to point out that although kilowatt hour figures 
are shown for each of the four companies, they are not fig¬ 
ures that appear on all of the bills rendered, and the figures 
entered in column (p), “Kilowatt hours”, is merely an ac¬ 
counting by the companies of the energies produced, pur¬ 
chased, and so forth, in order to have a complete account¬ 
ing on these pages and other subsequent and preceding 
pages of all of the energies which the companies must 
report. 

Q. In other words, you are saying that the items are 
there [2949] reported at pages 512 and 513 in that form 
because the schedule requires the company to follow that 
form and it had no choice. Is that right? A. That is 
right. 

Q. Now, then, it did exercise its choice, however, of 
explaining to the Commission, didn’t it, that though it was 
including in column (p) certain amounts of kilowatt hours 
that they had certain meanings other than those which 
might be carried away from reading the schedule alone— 
isn’t that so? A. Yes. 
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Q. Now, though Penn Water felt free to indicate how 
the schedule should be read at pages 512 and 513, did it say 
that it does not sell electric energy to the companies shown 
at page 512, namely, Consolidated of Baltimore, Pennsyl¬ 
vania Power and Light Company, Philadelphia Electric 
Company, and Edison Light [2950] and Power Company? 

• • • 

The Witness: As respects Pennsylvania Power and 
Light Company, Philadelphia Electric Company and Edison 
Light and Power Company it does not say it did not sell 
electric energy. There certainly is the implication they 
did not sell electric energy to Baltimore Company. 

• • • 

[2952] Q. Now, then, it does appear, doesn’t it, from the 
first note on page 513-a that Pennsylvania Water and Power 
Company describes its customers in Pennsylvania, namely 
Pennsylvania Power and Light Company, Philadelphia 
Electric Company and Edison Light and Power Company 
as ‘‘its other (firm) customers”? 

• • • 

The Witness: I think that is a general statement of 
what is recorded here. 

• • • 

[2953] Q. Well, look at it, Mr. Spaulding. Look at those 
pages and tell me if you see anything there and what it is 
about a representation that the customers I have named are 
the joint customers of Safe Harbor and Penn Water? A. 
I don’t know whether there are any implications in that or 
not. I don’t see any. 

Q. You see nothing expressed there to that effect, isn’t 
that so? A. There is no specific reference to it here. 

Q. As a matter of fact, there is an express reference 
there that Pennsylvania Power and Light Company, Phila¬ 
delphia Electric Company, and Edison Light and Power 
Company are Penn Water’s firm customers. Isn’t that so? 
A. Perhaps. 
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Q. No “perhaps” about it, Mr. Spaulding. That is 
the case, isn’t it? A. I don’t know what the implication 
of that is. 

[2954] Q. I am not talking about implications. I am talk¬ 
ing about express representations. 

You just look at the first page of 513-a and tell me if 
you find anything in there which enables you to disagree 
with my statement? I will have my statement read to you. 

Trial Examiner: Read the statement, please? 

(Statement read.) 

The Witness: Yes. 

By Mr. Goldberg : 

Q. Now, if they were the joint customers of Penn 
Water and Safe Harbor, don’t you think Penn Water would 
have said so? A. I don’t know. 

Q. You participated in the preparation of that report, 
didn’t you? A. I did. 

Q. Why didn’t you say so? A. Because this state¬ 
ment is not all mine. 

Q. Who wrote that statement ? A. It is the combina¬ 

tion of my suggestions and lawyers’. 

Q. And you didn’t suggest, did you, that it should be 
represented that the Pennsylvania customers were the joint 
customers of Penn Water and Safe Harbor—isn’t that so? 
A. I wouldn’t say that. 

Q. Did you represent they should be so described? 
[2955] A. I don’t remember. 

Q. If you had suggested that would your suggestions 
have been rejected? A. I don’t know. 

Q. Did you make the suggestion? A. I don’t recall. 

Q. How long ago was that? A. About six months. 

Q. Six months ago did you conceive of Pennsylvania 
Power and Light Company, Philadelphia Electric Company, 
and Edison Light and Power Company as the joint cus¬ 
tomers of Safe Harbor and Penn Water? A. Certainly. 

Q. Yet you didn’t so state, did you? A. I did not so 
state. 
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Q. In a report which yon were signing as representing 
the accurate facts. Is that right? 

• • • 

A. I think so. 

Q. And in representing that they were the facts you 
[2956] did not represent that the Pennsylvania customers 
were the joint customers of Safe Harbor and Penn Water 
—right? A. It doesn’t state here that they were joint 
customers. 

Q. And that means you did not make such a repre¬ 
sentation. A. That is right. 

Q. Even though at the time you were preparing the 
report you state you conceived of them as the joint cus¬ 
tomers of Safe Harbor and Penn Water—right? A. 
When you say, “Conceived of them”, the idea is that- 

Q. You looked upon them. A. Right. 

Q. You do know that you signed that report, don’t 
you? A. I do. 

Q. And in signing that report, Mr. Spaulding, you said 
to the Federal Power Commission that you were making an 
oath as the vice-president of Pennsylvania Water and 
Power Company that you had examined the report, that you 
believed all statements of fact contained in the report are 
true and that the report is a correct statement of the busi¬ 
ness and affairs of Penn Water with respect to each and 
every matter set forth in the report during the period from 
and including January 1,1945 to December 31,1945—right? 
A. That is right. 

• • • 

[2962] Q. # • # Now, then, we know, don’t we, Mr. 
Spaulding, that Safe Harbor did not report that it had made 
any sales of electric energy to Pennsylvania Power and 
Light Company, Philadelphia Electric Company, and Edi¬ 
son Light and Power Company during the year 1945. Isn’t 
that so? [2963] A. The Safe Harbor report to the Fed¬ 
eral Power Commission for the year ending December 31, 
1945, does not record any sales to other electric utilities, 
other than to Baltimore and Penn Water. 
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Q. Directing your attention to page 524 of Penn 
Water’s report on F. P. C. No. 1 for the year ended Decem¬ 
ber 31,1945, do we find the report by Penn Water of inter¬ 
change transactions? A. There are recorded transac¬ 
tions in the schedule “interchange power” appearing on 
page 524, of Penn Water’s report to the Federal Power 
Commission for the year 1945. 

Q. And the interchange transactions are reported as 
having taken place with what companies? A. Philadel¬ 
phia Electric Company, Pennsylvania Power and Light 
Company, Metropolitan Edison Company. 

Q. Are they shown as interchange transactions in any 
way with Safe Harbor? A. No. 

Q. As a matter of fact, if you turn to page 524, Safe 
Harbor’s report for 1945, you find they report no inter¬ 
change power transactions—right? A. That is correct. 

Q. So we can tie this into discussions we had at an 
earlier date, firm power sales reported at pages 512 and 513 
to the Pennsylvania customers in 1945 were made under 
Exhibits [2964] 71, 73, and 76. Is that right? A. Yes, if 
you include the amendments and supplements to those con¬ 
tracts you just referred to. 

Q. You mean Exhibits 74, 75 and 76. Is that right? 
A. That is correct. 

[2965] Q. And the interchange transactions reported by 
Penn Water, which we have just referred to, were made 
under Exhibits 77, 71 and 134—is that right? A. No, 
they were not made under 71 with Edison Light and Power. 
They were made under agreement between Metropolitan 
Edison and Penn Water dated March 11,1931. 

Q. That is the one we have not yet identified in the 
record as an exhibit—right? A. That is right. 

We have not, of course, referred to the railroad con¬ 
tract but such accounting in connection with the railroad 
contract is recorded in the annual reports. 

Q. With reference to the sales to the railroad, that is 
shown on page 514 of the report, isn’t it? By “report” I 
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mean Penn Water’s report to the FPC for the year ended 
December 31, 1945, on form No. 1. A. That is correct. 
Such accounting is shown on Schedule 532 “Sales to Kail- 
roads and Railways.” 

Q. And in this report Safe Harbor shows that Schedule 
with nothing in it—right ? A. That is right. 

Q. Penn Water reports at pages 522 and 523 of its 
1945 report, “Purchases”, and it reports those purchases 
as being made from Safe Harbor—right? A. It does. 

• * • 

[3061] Q. Referring to Exhibit No. 9, what portion of the 
$3,531,520, shown for the year 1944, was paid to Safe Har¬ 
bor as its share of what you have referred to as the joint 
services rendered to the firm power customers in Penn¬ 
sylvania? A. None of it directly. 

Q. What portion was paid indirectly? A. I don’t 
know. 

Q. Do you know whether any portion was paid indi¬ 
rectly? A. Yes, I know that some of it was. I don’t 
know just how much. 

[3062] Q. Was it paid to Safe Harbor as a share of its 
revenues resulting from the joint services to the Pennsyl¬ 
vania customers? 

• • • 

The Witness : Not as such. 

By Mr. Goldberg : 

Q. As a matter of fact, it was paid to Safe Harbor un¬ 
der Items “E”, “F” and “G”, wasn’t it, by Penn Water? 
A. Either by Penn Water or by Baltimore Company. 

Q. Referring to Exhibit No. 17, which is the Safe Har¬ 
bor bill to Holtwood for the year 1944, and to Baltimore 
Company, what amount is shown as the amount Holtwood 
Company is to pay to Safe Harbor? A. For the year 
1944 Penn Water paid Safe Harbor under “E”, “F” and 
“G” $1,214,553.53. 
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Q. Was that amount part of the $3,531,520 shown on 
Exhibit No. 9? A. It was not earmarked as such. 

Q. In other words, if this $1,214,553 was a part of the 
$3,531,520 it was not paid to Safe Harbor as a share in the 
revenues resulting from services rendered to the Pennsyl¬ 
vania customers? A. I don’t know whether it was or 
not, but not as such. 

Q. But was used by Penn Water to meet its obligations 
to Safe Harbor under Items “E”, “F” and “G”, isn’t 
that so? [3063] A. Possibly so. 

Q. So that if the $1,214,553 were a part of the 
$3,531,520, the utilization of the $1,214,000 by Penn Water 
to meet its obligations to Safe Harbor is in the same cate¬ 
gory as the utilization by Penn Water of the revenues it 
received from Conowingo to pay any other obligations that 
Penn Water may have. Isn’t that so? A. I don’t know 
whether one is a prior payment of the other or not, prior 
obligation for payment or not. 

Q. Well, the $3,531,520 and the payments received from 
Conowingo constitute revenues to Penn Water—right? 
A. Among others, yes. 

Q. Now, then, if the payment made by Conowingo— 
incidentally, what is the payment in dollars made by Cono¬ 
wingo to Penn Water—do you know? 

• • • 

Mr. Goldberg: $133,750. I see it on Exhibit 18. 
By Mr. Goldberg : 

Q. Is that right? A. That is right. 

Q. If we added the $133,750 to the $3,531,520 shown on 
Exhibit 9 we would have a total of $3,665,270. Does that 
sound right to you? A. Sounds about right. 

Q. Now, then, that would represent revenues available 
to [3064] Penn Water to meet its obligations—right? A. 
Those revenues with others, yes. 

Q. And it could use the $133,750 to meet its obligation 
to Safe Harbor under Items “E”, “F” and “G”, couldn’t 
it? A. So far as I know. 
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Q. And that is what you mean by Safe Harbor receiv¬ 
ing indirectly revenues- A. I don’t know whether 

any other obligations or legal responsibilities are involved, 
but generally that is what I had in mind. 

Q. That is what you had in mind when you said that 
Safe Harbor was receiving indirectly part of the revenues 
from the Pennsylvania customers, because it is used in the 
manner, it may be used in the manner, we have discussed. 
Is that right? A. That is right. 

Q. In other words, it can be said that I receive part 
of my salary from you indirectly. Isn’t that so? A. 
That is so. 

Q. You pay taxes to the United States Government, 
don’t you? A. Yes. 

Q. And the United States Government pays my salary? 
A. I don’t know. I assume so. 

Q. I assume so, too. But it may be said that indirectly 
you pay my salary, in part at least. Isn’t that so? 
[3065] A. Is that a question? 

Q. Yes. A. It might be so said. 

Q. Nevertheless, you and I are not rendering any joint 
services that you know of, is that right? A. It hasn’t 
appeared so. 

Q. Does Safe Harbor render services for which it re¬ 
ceives no reimbursement? A. It renders service for 
which it receives no reimbursement as such. 

Q. Those services it renders to the Pennsylvania cus¬ 
tomers, Philadelphia Electric, Pennsylvania Power and 
Light Comapny, and Metropolitan Edison Company? A. 
I don’t think it renders any service to Metropolitan Edison 
Company but it renders service to Pennsylvania Railroad. 
Of course, we have that. 

• • • 

[3067] Q. When you say Safe Harbor can only perform its 
obligations to the Pennsylvania customers jointly with 
Penn Water, do you mean by that statement that Safe Har¬ 
bor can’t make delivery without utilizing Penn Water’s 
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facilities? A. Under the present contract they could not 
unless some other arrangements were made. 

Q. In other words, you see joint service because Safe 
Harbor must rely on Penn Water’s facilities to make de¬ 
livery. Is that it? A. That is one element of joint serv¬ 
ice, yes. 

• • • 

[3092] Q. At transcript 193, beginning with line 4, you 
testified that Consolidated “Has the assurance for a long 
period, extending to 1980, of the advantages and certainty 
of a large source of hydro service which is closely coordi¬ 
nated with its own steam resources, and offering the oppor¬ 
tunity to achieve the maximum economy of system opera¬ 
tions.” You so testified, did you not? A. I did. 

Q. And, conversely, Penn Water has the assurance for 
a long period, extending to 1980, of the advantages and 
certainty of guaranteed earnings? A. I assume so, as 

long as the contract remains in effect. 

• • • 

[3101] Q. Consolidated has a contract obligation under 
items H and I to supply that steam backup—is that right? 
A. That is correct, and at the request of Penn Water. 

Q. During such times as Holtwood would have to re¬ 
sort to Baltimore for a supply to meet the Pennsylvania re¬ 
quirements I have named in the preceding questions, and 
Baltimore was entitled to receive part of Safe Harbor’s 
hydro-electric output under items E, F, and G, to avoid the 
necessity of having the electric energy from Safe Harbor 
go down to Baltimore and then back up to Holtwood it is 
merely diverted from Safe Harbor to Holtwood. Isn’t that 
the way it works? 

Mr. Sparks: May we have the question, please? 

The Witness : Before the question is read may I ask 
what these Pennsylvania customers are? 

By Mr. Goldberg : 

Q. Philadelphia Electric, Metropolitan Edison, Penn¬ 
sylvania Power and Light, and the State of Pennsylvania 
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load of the Pennsylvania Railroad? A. Yon included 
Pennsylvania Power and Light? 

[3102] Q. Yes. 

• • • 

The Witness: That is not the whole story. 

By Mr. Goldberg : 

Q. Is that part of the story? A. I don’t know. 
First of all, the requirements of these Pennsylvania cus¬ 
tomers to which you referred are in part the joint respon¬ 
sibility of Penn Water and Safe Harbor. I do not know 
what part of those responsibilities are Safe Harbor’s or 
what part are Penn Water’s so that I cannot determine how 
much Penn Water must obtain from Baltimore under your 
assumption that it would receive such services from Balti¬ 
more only in order that it might meet its responsibilities in 
part alone and in part joint to these Pennsylvania cus¬ 
tomers. 

• • • 

[3104] Q. All right. Are there times when Consolidated’s 
entitlement under items E, F, and G is used to supply the 
requirements of the Pennsylvania customers? 

• • • 

[3105] The Witness: The entitlements were arbitrarily de¬ 
termined where it was recognized they would have no 
significance as such in relation to the actual services ren¬ 
dered, and I don’t believe I can answer your question 
categorically except to say that at times Safe Harbor does 
have an operating responsibility to the Pennsylvania Rail¬ 
road, in your example, and as a result of that operating 
responsibility does not have left available for delivery to 
Baltimore as much as it would otherwise have. 

Q. What it would otherwise have delivered to Balti¬ 
more is diverted to take care of the requirements of the 
Pennsylvania Railroad, for example. Is that right? A. 
It isn’t diverted. 
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Q. It isn’t sent down- A. It is used for that 

purpose by Safe Harbor and Penn Water jointly. 

Q. It isn’t delivered down to Consolidated? A. 
That is right. 

Q. If it were delivered down to Consolidated, had Safe 
Harbor and Penn Water needed it to meet the Pennsyl¬ 
vania requirements, that would only mean Baltimore would 
have to send [3106] it right back again. Isn’t that so? 
A. Perhaps. 

Q. So instead of going through all that they just don’t 
send it down to Baltimore and use it up there in Pennsyl¬ 
vania. Isn’t that it? A. I don’t know. 

Q. You just told us that there are times when instead 
of sending the electric energy to Consolidated in Baltimore 
it is used to meet the requirements of the Pennsylvania 
customers. Right? A. No, I don’t think I said that. 

Q. I just don’t hear, then. A. Safe Harbor has a 
certain amount of electric services. Baltimore, under the 
contract, is entitled to two-thirds of those services. Safe 
Harbor has other operating responsibilities other than 
those referred to and covered by Exhibits “E”, “F” and 
“G”. To the extent that Safe Harbor uses electric serv¬ 
ices to meet its obligations to the Pennsylvania Railroad or 
other Pennsylvania customers there is that much less elec¬ 
tric services available to Baltimore Company. 

• • • 

[3108] Q. And they never have existed because under the 
operating arrangements when Safe Harbor or Penn Water 
need Consolidated’s entitlements to meet the Pennsylvania 
requirements, instead of the electric energy being delivered 
to Consolidated it is utilized up in Pennsylvania? A. 
No, that is not right, because Baltimore doesn’t have avail¬ 
able to it anywhere near the same electric services, [3109] 
measured in services, that it had in 1931. It hasn’t as many 
services because of the operating responsibilities assumed 
by Safe Harbor in entering into these other contracts. 
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Baltimore’s entitlement under “E”, “F” and “G” 
has been converted from services into dollars which it re¬ 
ceives under contract identified as “H” and “I”, or rather 
as accounted for under the contract identified as “H” and 
44 1”, being those revenues received for the electric services 
to which Baltimore Company was originally entitled but 
to which it does not now receive and cannot receive so long 
as Safe Harbor meets its contractual obligations, and by 
that I mean its operating responsibilities. 

Q. You mean that when Consolidated gave its consent 
to the agreements which were made with the Pennsylvania 
customers- A. Including the Pennsylvania Railroad. 

Q. —it thereby authorized the diversion of its entitle¬ 
ments to Pennsylvania? A. Not from a contractual re¬ 
sponsibility point of view. I don’t know what it did con¬ 
tractually from a legal point of view. 

Q. What did it do from an operating point of view? 
A. From an operating point of view Safe Harbor under¬ 
took additional operating responsibilities not theretofore 
assumed by it, and thereby had less electric services avail¬ 
able to Baltimore Company under the contract identified as 
“E”, “F” and “G”. 

[3110] Q. When Baltimore approved the consummation of 
the contracts with the Pennsylvania customers it thereby, 
from an operating point of view, permitted the utilization 
of its electric service entitlements in Pennsylvania to meet 
the requirements of the Pennsylvania customers. Isn’t that 
so? A. I don’t know what you mean by “permitted.” 
It authorized it. 

Q. You say it authorized it? A. Yes. 

Q. With that substitution for my “permitted” you 
would say “Yes”? A. Let me go back to the question 
before I answer. 

Me. Goldbebg: All right. 

(Question read.) 

The Witness: Well, it authorized Safe Harbor to un¬ 
dertake these additional operating responsibilities know- 
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ing full well that that included an authorization for the use 
by Safe Harbor in meeting those responsibilities of serv¬ 
ices which theretofore had been available to Baltimore Com¬ 
pany either under “E”, “F” and “G” or under “H” and 
“I”. 

• • • 

[3133] Q. And have you always considered that those 
operating responsibilities that Safe Harbor had were joint 
operating responsibilities ? A. That is right, I have con¬ 
sidered them joint operating responsibilities. 

Q. And when you have considered them as joint oper¬ 
ating responsibilities you mean joint operating responsibili¬ 
ties of Penn Water and Safe Harbor—right? A. That 
is correct. 

Q. And when you have considered them as the joint 
[3134] operating responsibilities of Penn Water and Safe 
Harbor, has it been your thought, your opinion, that Safe 
Harbor is responsible for supplying all of the requirements 
in the event Penn Water does not supply them? A. I 
don’t think I ever had a definite opinion on that, and prob¬ 
ably because there has only been one situation that I can 
think of when Penn Water was unable to furnish electric 
services to anyone. That was during the 1936 flood when 
Penn Water had to shut down, or rather when the elements 
shut down Penn Water’s hydro and steam plants, and at 
that time Safe Harbor was the only company in a position 
to supply or to render electric services to these Pennsyl¬ 
vania customers, but I don’t think even then that in ret¬ 
rospect I had any opinion as to whether they did then or 
would now have any particular portion of the operating 
responsibilities. 

• • • 

[3206] Q. As an engineer fully informed as to the opera¬ 
tions of Safe Harbor under its contracts, fully aware, as 
you have stated, of the distinction between selling electric 
energy and selling electric services, you nevertheless found 
it entirely appropriate in the Safe Harbor proceeding to 
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describe the revenues received by Safe Harbor under the 
contract we know in this proceeding as items E, F, and 6 

as “Revenue from energy sales”. Isn’t that right? 

• • • 

The Witness: I did so state it, and I did not qualify 
it, although I was fully aware of the distinction between 

energy and electric services. 

• • • 

Q. Did you mean “Yes”? A. I don’t know. 

• • • 

[3207] Q. Is the answer “Yes”? A. I think so. 

Q. I want you to be sure, Mr. Spaulding. I don’t want 
you to say that you testified “Yes” when you did not in¬ 
tend to. You seem to have some doubt. Is it correct to say 
that you can answer that question “Yes”? [3208] A. 
Let me have it again, please? 

(Question read.) 

The Witness: Apparently I did at that time. 

By Mb. Goldbebg : 

Q. Then your answer is “Yes”? A. Yes, it is. 

• • • 

[3225] Q. Did Safe Harbor provide special facilities in 
connection with the operation of the Exhibits 76 and 77? 
A. Yes. 

Q. Are they jointly used? A. I think they are 
jointly used by all three parties to those contracts. 

Q. Can it be said any of them were provided for the 
specific use of Pennsylvania Power and Light Company? 
[3226] A. No, I do not think so, but they were provided 
specifically in connection with the services and operating 
responsibilities to the Pennsylvania Power and Light Com¬ 
pany. 

Q. Had those facilities been provided in connection 
with Exhibit 136? A. I do not think they were. 

Q. Generally what kinds of facilities were they? A. 
Transmission facilities in a broad sense. 
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Q. What is that? A. In a broad sense, switches, 
breakers, high tension equipment and controls, transmis¬ 
sion lines and the like. 

Q. Weren’t they required in connection with the opera¬ 
tion of Exhibit 136? A. I don’t think there were any 
provided by Safe Harbor until after the execution of Ex¬ 
hibit 76 and after 76 went into effect. 

Q. Would they have been required in connection with 
Exhibits 76 and 77, even if Safe Harbor were not a party 
to the agreement ? A. I don’t know. 

Q. Could the electric services be rendered to Pennsyl¬ 
vania Power and Light Company that are called for under 
Exhibits 76 and 77 without the facilities installed by Safe 
Harbor? A. I don’t know. I don’t think so. 

[3227] Q. Because those facilities are required in connec¬ 
tion with the supply of energy which originates in Safe 
Harbor that is used to render the electric services to Penn¬ 
sylvania Power and Light—is that right? A. In con¬ 
nection with electric services rendered by Safe Harbor and 
supplied by Safe Harbor in that connection that is right. 

Q. That is in connection with electric services which 
have to go through the Safe Harbor facilities, whether they 
originate at Safe Harbor or originate at Baltimore or 
Potomac Electric Power Company? 

• • • 

The Witness: I am sorry. What facilities are we 
talking about here now? 

By Mb. Goldberg: 

Q. The ones you said were provided after Exhibit 76 
was consummated? A. Then that is correct. 

• • • 

[3229] By Mr. Goldberg: 

Q. Based upon the discussion we have been having so 
far this morning would it be fair to say that when you 
said that the special facilities were in part for joint use 
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that your use of the word “joint” did not depend upon 
Safe Harbor having any operating obligations or responsi¬ 
bilities in connection with the rendering or supplying of 
electric services? 

• • • 

The Witness: That is correct. 

• • • 

[3255] Q. No, I am talking about Safe Harbor agreeing 
to the adjustments shown in Exhibits 18 and 19 for 1944 
and 1945. 

Mb. Sparks: Relating to the $9,000 odd dollar 

item now? 

Mr. Goldberg: That is right. Item “X”. 

The Witness: No, Safe Harbor was not consulted in 
the matter. 

By Mr. Goldberg: 

Q. They don’t have to be consulted? A. Not as re¬ 
spects— 

Q. Items H and I? A. H and I under normal con¬ 
ditions. 

• • • 

[3257] Q. Referring to Exhibit 17 you have stated, how¬ 
ever, that it does not show a breakdown of costs of service 
rendered by Safe Harbor to the various persons you say 
received service from Safe Harbor. Is that right? A. 
That is right, and, of course, in referring to the expenses 
on the one hand and the “return” on the other, these ex¬ 
hibits show such items in relation only to the investments 
made by the respective companies. 

Q. You mean Exhibit 17, for instance, shows the in¬ 
vestments of Safe Harbor, 18 or 19 show the investments 
of Penn Water involved? A. They don’t show the in¬ 
vestment but the expenses and return relating to those 
investments. 

Q. Right. Those are all the investments involved in 
rendering electric service? A. No, that is not right. 
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Q. What investments are left out? A. In 18 and 19 
the investments are not shown under paragraphs A and B, 
hut only the contractual returns, in a general sense, for 
those investments. But again we are only referring to 
revenues, and there are other investments that have been 
made by Penn Water which were excluded in the determina¬ 
tion of the amounts shown in paragraphs A and B. 

Q. Were they excluded from paragraphs C, D, E, F, 
H and [3258] X? A. The expenses incurred in connec¬ 
tion with those facilities, to the extent there may be ex¬ 
penses incurred, are included in paragraph “C”. They 
do not affect the items shown in paragraphs “D” and “E”, 
but they do have an effect on paragraph “F”. 

Q. What investments of Penn Water did you have 
reference to when you said “certain investments of Penn 
Water are not included in the Exhibits 18 and 19”? A. 
There are quite a few of them. I will endeavor to refer to 
a few. Certain investments in property held for future 
use, certain investments made following the 1936 flood 
which were made to strengthen certain structures as pro¬ 
tection against the elements more severe than were ex¬ 
perienced in 1936, and there were several other major 
items that I don’t recall right now, but I remember there 
were such. 

Q. With respect to the investments which were made 
to strengthen structures in connection with the 1936 flood, 
were those capital investments or were they non-capital 
investments ? A. They were capital investments. 

Q. When you say that they are excluded, are they the 
types of investments upon which Penn Water, you feel, 
is entitled to earn a return? [3259] A. Definitely. 

Q. And you say it is not earning a return on the in¬ 
vestments it made in 1936 to strengthen the structures? 
A. I do not care to characterize it that way. I will say 
that it is not included in the basis on which a specified 
return is computed for the purpose of deriving the amounts 
shown in paragraphs A and B of Exhibits 18 and 19. 
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Q. Why aren’t they included? Is somebody preventing 
Penn Water from including them? A. I didn’t under¬ 
stand. 

Q. Why aren’t they included? Is somebody prevent¬ 
ing Penn Water from including them? A. They were 
the results of negotiations between Baltimore Company and 
Penn Water. 

[3260] Q. You mean as a result of negotiations between 
Baltimore Company and Penn Water it was decided not 
to include the investments made in strengthening struc¬ 
tures as a result of the 1936 flood? A. That is correct. 

Q. How about this investment in property held for 
future use. Is that excluded because of an agreement be¬ 
tween Penn Water and Consolidated? A. No, sir. Penn 
Water has never included it in the computation of these 
amounts, have not included those items that I referred to 
as not being included. That decision was not arrived at 
because of any disagreement. Penn Water never to date 
has urged their inclusion. 

Q. I see. But Penn Water is urging their inclusion 
now, if I understand your testimony. A. No, sir. I 
say that in my opinion they should be included in the de¬ 
termination of costs, but that I believe Penn Water has 
been proper in not including them as a basis for the reve¬ 
nues in connection with the formula set out in the contract 
identified as H and I. 

Q. But if they are included as costs of service, that 
changes the revenues, does it not? A. It would. 

Q. Yes. 

Are these other investments that you cannot recall right 
[3261] now in the same category, Penn Water has of its 
own volition never insisted upon their inclusion? A. No, 
I think that those decisions were made as a result of com¬ 
promise. One I do recall now, an investment made by Penn 
Water in connection with the installation of Cottrell Dust 
Precipitators at the Holtwood steam plant. In Penn 
Water’s judgment the installation of those facilities were 
most essential 
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Q. But as a result- A. Baltimore Company dis¬ 

agreed. A compromise was arrived at whereby Baltimore 
is now paying, or rather that one-half of such investment 
has been included in the basis for deriving the figures 
shown under paragraph (b) of Exhibits 18 and 19. 

Q. So that it is your statement that with respect to 
the bill that Holtwood renders to Consolidated, the reve¬ 
nues there shown are not computed on all investments that 
Penn Water has made, meaning those investments you have 
described? A. And others of similar nature which I 
don’t remember. 

• • • 

[3313] Q. Well, you said that the original reason for mak¬ 
ing Safe Harbor a party to Exhibit 71 was to provide that 
the capacity and energy of Safe Harbor, to which the 
Holtwood Company was entitled on the one hand and re¬ 
ceived and used on the other hand, would be available in 
that contract to Edison Light and Power Company. What 
I am unable to fathom is why it was necessary to make 
Safe Harbor a party to accomplish that feature. A. I 
don’t know why Safe Harbor had to be a party. I [3314] 
know that it was made a party. 

• • • 

Q. I want to know if what was sought to be accom¬ 
plished by including Safe Harbor could not as well have 
been accomplished even if Safe Harbor had been omitted? 
A. I think it might have been accomplished practically 
but the operating responsibilities would not necessarily 
have been the same. 

Q. You mean this: That although it could have been 
accomplished there would not have been, in your view of 
it, any responsibility on Safe Harbor to Edison Light and 
Power Company? [3315] A. That is right, and I think 
that that has to be predicated on the assumption that Penn 
Water could have had sufficient electric services available 
to meet the requirements of Edison. 
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[3317] Q. Now, then, how did making Safe Harbor a party 
to Exhibit 71 make it any more certain that the capacity 
and energy of Safe Harbor which Holtwood receives and 
uses would be available under Exhibit 71? A. Well, by 
making Safe Harbor a party to Exhibit 71 Edison Light 
and Power Company has the assurance that Safe Harbor 
will perform these services jointly with Penn Water, and 
if Safe Harbor were not a party York wouldn’t know 
whether it was going to or not. 

Q. Well, if Safe Harbor were not a party—withdraw 

that. 

By making Safe Harbor a party does that enable Safe 
Harbor to assure Edison Light and Power Company that 
the energy which Holtwood Company receives from Safe 
Harbor will be available under Exhibit 71? A. I think 
it does. 

Q. How? What control does Safe Harbor have over 
what Holtwood does with the electric energy received by 
Holtwood? A. I don’t think it has any control over 
what Holtwood does, but it undertakes an operating re¬ 
sponsibility with Penn [3318] Water to provide electric 
services to York. York can now look to both companies. 

Trial Examiner: Do you know whether York in¬ 
sisted that Safe Harbor be made a party to the con¬ 
tract? 

The Witness : I do not know whether they insisted or 
not, sir. 

By Mr. Goldberg: 

Q. Whose idea was it that Safe Harbor be included? 
A. I do not know that. 

• • • 

[3323] Q. Why should there be any difference simply be¬ 
cause you take somebody’s name out of a contract? A. 
But you change the operating responsibilities. 
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Q. You say that Safe Harbor right now has an oper¬ 
ating responsibility to Philadelphia Electric and Pennsyl¬ 
vania Power and Light Company. Right! A. They do, 
and by “they” I mean Safe Harbor does have operating 
responsibilities to those parties. 

• • • 

[3324] Q. Now, then, with respect to your second reason on 
page 239, which was with respect to Safe Harbor’s right 
to sell and distribute electric energy at wholesale in York 
County, did you mean by that that it was believed that 
Safe Harbor did not have the authority to sell electric 
energy in York County! [3325] A. That is getting into 
a legal matter. 

Q. I want just your understanding of it. A. All 
right. If I may give my understanding in non-technical 
language. In 1931 it is my understanding that Safe Har¬ 
bor had been limited by the Pennsylvania Commission, the 
Pennsylvania Public Service Commission, to the extent that 
it might sell—and I use the word “sell” as I understand 
it was used—electric services to Penn Water and to Balti¬ 
more Company, and further limited the extent that such 
services could be resold by Penn Water only to its then 
existing customers. At that time its only existing cus¬ 
tomers were the Edison Light and Power Company of 
York, Pennsylvania Power and Light Company at Lan¬ 
caster, and I think by that time the Company at Coates- 
ville was owned and operated by Philadelphia Electric. 
I am not sure of that. 

Subsequent to 1932, or possibly during the latter part 
of that year, a request was made to have the latter restric¬ 
tion, namely that electric services could only be resold by 
Penn Water to its then existing customers, extended or 
expanded in order that Safe Harbor might sell direct to 
customers other than Baltimore and Penn Water, and I 
don’t recall there was any limitation on the customers. Yes, 
there was. However, I don’t recall what that limitation 
was. I know that it specifically was permitted to sell 
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directly to the Pennsylvania Railroad in Manor Township, 
and I am not sure it was [3326] limited to that township 
but I know the permission extended to that township. Per¬ 
mission was also granted to sell directly to the companies 
operating in Lancaster, York and Chester counties, and 
I don’t remember whether the names of the companies were 
specified or not. 

I was referring to that action in my answer on page 

239. 

I think I should conclude that where I said 4 4 approvals 
were granted’’ they were granted by the Pennsylvania Util¬ 
ity Commission. 

Q. Somebody wanted Safe Harbor included in those 
contracts, Exhibits 71, 73 and 75—right? A. More spe¬ 
cifically Exhibit identified as No. 10. 

Q. Somebody wanted Safe Harbor included in Exhibit 
10—right? A. I think that is right. 

Q. Who was that somebody? A. The Pennsylvania 
Railroad Company. 

Q. Who wanted Safe Harbor included in Exhibit 71? 
A. I don’t recall whether anybody wanted it, but I suppose 
they did. I don’t recall. 

Q. How about Exhibit 73 and Exhibit 76? A. At 
the time the permission was granted to extend its rights, 
if that is the proper expression, I know that the hearings 
before the Pennsylvania Commission were largely relating 
to Exhibit 10 and to Exhibit No. 139. There may have 
[3327] been other matters discussed, but they related 
largely to that, and it was around Exhibit 10 or the Penn¬ 
sylvania Railroad contract that most of the testimony re¬ 
lated, but the advantages of being able to sell electric serv¬ 
ices by Safe Harbor directly to others was fully recognized, 
first, as it would permit a reduction in total taxes paid, as 
is referred to also on page 239, and further it was recog¬ 
nized that by permitting electric services of Safe Harbor 
to be sold directly by Safe Harbor or resold by Penn Water 
to others, and I am referring now to Exhibit 139, there 
would result additional savings from economy operations 
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or interchange operations as I have referred to them and 
of course to the general public. 

Q. Wasn’t the tax reason the real reason for naming 

Safe Harbor in Exhibits 71, 73 and 76? 

• • • 

[3328] The Witness: I have no reason to believe it was 
the “real reason” or the principal reason. I know that 
it was one material reason. 

• • • 

[3330] Q. When Safe Harbor secured the right to sell 
electric energy to others than Consolidated and Holtwood 
in that proceeding you described before the Pennsylvania 
Commission in 1932, that merely removed a barrier to nam¬ 
ing Safe Harbor to Exhibits 71, 73, 76 and Exhibit 10. 
Isn’t that so? A. It did remove a barrier. 

Q. All right. A. I don’t want to qualify it. 

Q. That wasn’t the reason why it was named in those 
agreements? A. Then I don’t understand what you 
mean. 

Q. You stated that one of the reasons for naming Safe 
Harbor was to save taxes—right? A. That is correct. 

Q. Having in mind that that was a reason for naming 
Safe Harbor, was the removal of a legal restriction a reason 
for naming Safe Harbor in its contracts? [3331] A. Not 
if I understand your question, but I don’t think I said that 
here. 

Q. Look at page 239. “There were also two other 
reasons. One was a legal reason having to do with the 
right of Safe Harbor to sell”. 

That wasn’t a reason for naming them, was it? A. 
I think I understand your point now, and again I am get¬ 
ting into legal grounds. I will have to apologize for my 
lack of legal knowledge because it is strictly legal, but my 
understanding is that Safe Harbor was named a party to 
Exhibit 71, that is one of the reasons and there were several, 
to assure—and that is not the right word to use but I hope 
it will be understood—that Safe Harbor might establish 
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the legal right to sell either directly or with others in York 
County in the future. 

Now, Mr. Examiner, that is the best explanation I can 
give. 

Q. In other words, there was a barrier to naming Safe 
Harbor ? A. Pardon ? 

Q. There was a barrier to naming Safe Harbor in the 
agreements? A. In all of the agreements; yes, sir. 

Q. And that barrier was removed in 1932 by reason of 
the proceedings before the Pennsylvania Commission that 
you [3332] mentioned—right? A. That is right. 

Q. Then after that barrier was removed it was possible 
to name Safe Harbor in the agreements—right? A. In 
any and almost all agreements as far as I know. 

Q. Now, why was it desirable to remove the barrier? 
A. In order that Safe Harbor could undertake certain spe¬ 
cific and joint operating responsibilities in connection with 
Exhibit 10 and other contracts of Penn Water. 

Q. It was to save taxes? A. Among other reasons, 

yes. 

Q. Wasn’t that the only reason? 

• • • 

[3333] The Wetness: What’s the only reason? I thought 

we were talking about reasons all afternoon. 

[3334] By Me. Goldberg : 

Q. Savings of taxes. A. I gave three reasons on 
page 239. 

Q. I know what you gave. 

Wasn’t the tax reason the only reason for seeking to 
eliminate the barrier and naming Safe Harbor? A. No, 
sir. I had stated very recently that one of the reasons, if 
not the initial impelling reason—and I underscore initial,— 
that Safe Harbor’s rights were extended, or that a request 
was made to extend them, was in order that Safe Harbor 
could undertake its responsibilities under the railroad con¬ 
tract identified as Exhibit 10. 
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Q. But that reason didn’t have anything to do with 
naming them in Exhibits 71, 73 and 76—right? A. That 
is right. 

Q. Was tax savings the only reason for naming them 
in Exhibits 71, 73 and 76? A. I don’t understand so. 

Q. Did the tax reason have anything to do with assur¬ 
ance of supply? A. I don’t think so. 

• • • 

[3385] Q. When I asked you this question, which I am 
about to repeat, you said you could not answer it unless you 
left Pennsylvania Railroad out of consideration. 

Leaving them out of consideration I would like to have 
you answer the question: 

When stream flow gets down that low—and by “that 
low” I mean around 2500 C. F. S.—is it your statement that 
any deficiencies which may exist, exist only because of a 
method of operations that is intended to achieve maximum 
overall economy and maximum overall utilization of re¬ 
sources? A. I think that is right. 

Q. In other words, there are never any deficiencies that 
exist solely because of the lowness, if I may put it that way, 
of stream flow? A. Of course, I have to take into con¬ 
sideration in my answer, and I did take into consideration, 
the fact that there is storage in the Holtwood and Safe 
Harbor ponds sufficient to carry all of the firm power obliga¬ 
tions of Penn Water and Safe Harbor to Metropolitan Edi¬ 
son, Pennsylvania Power and Light and to Coatesville for 
over a week and perhaps several weeks depending just on 
what the variations in flow may be. You realize, of course, 
we seldom have flows in the vicinity of 2500 C. F. S. for any 
length of time. We can, of course, call on pondage or water 
storage for such very low periods, but [3386] normally we 
do not use the pondage in that manner, that is, solely for 
the firm power consumers, but rather use it for the overall 
maximum economy considering the other contracts of Penn 
Water and Safe Harbor and the use of natural resources. 
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Q. Have you in your last answer considered what is 
available to Penn Water under the interchange agreements 
as backfeed from Consolidated or have you intended to 
eliminate that from your answer? A. I did eliminate it 
in my answer. 

Q. You intended not to give that any consideration? 
A. I thought that was your question. 

Q. In saying that there is never a time when a de¬ 
ficiency in supply is the result of low flows? 

• • • 

The Witness: And by “deficiency” as you are using 
it, you mean those occasions when Penn Water and Safe 
Harbor either obtain supplemental energy and other serv¬ 
ices from others or use their pondage for the short periods. 
Of course, the latter method is not the one normally used. 
Rather we do supplement the services in order that we 
may obtain maximum overall economy and maximum utili¬ 
zation of natural resources. 

• • • 

[3387] Q. In other words, at all times Penn Water and 

Safe Harbor, as you look upon the situation are self- 
sufficient when it comes to meeting the requirements of the 
Pennsylvania customers. By “self-sufficient”, I mean they 
don’t need the interchange and they don’t need the back¬ 
feed. A. No, I don’t mean that at alL We don’t or¬ 
dinarily look at operations in that manner. 

You have asked me to look at it in that manner and I 
have given you an answer accordingly. Actually, of course, 
we do operate the system giving consideration to all of the 
contracts and the operating responsibilities under each and 
every one of them. And it is for that reason that we do 
procure, and by “We” I am speaking of Penn Water and 
Safe Harbor, backfeed energy from Baltimore in part and 
interchange from the northern companies in part in order 
that the maximum utilization of natural resources and the 
maximum economy can be obtained in consideration of the 
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expressed intent to do so under E, F, and G and H and I. 

Q. As I understand your answer, you are saying from 
a practical standpoint, from a practical operating stand¬ 
point, there is available these supplies from Metropolitan 
Edison, Philadelphia Electric, and Pennsylvania Power and 
Light and Consolidated which enables Penn Water to meet 
the [3388] requirements of the Pennsylvania customers. Is 
that right? A. That is right. 

Q. But looking at it from the standpoint of the pro¬ 
visions of the contract, is it your statement that Penn Water 
is at all times self-sufficient? A. May we add Safe Har¬ 
bor to Penn Water? 

Q. All right. A. Under normal operations Penn 
Water and Safe Harbor do require supplemental services 
in order that they may operate to obtain maximum overall 
economy and fullest utilization of natural resources. 

Q. And from a practical viewpoint you say they have 
always been able to get supplemental supply? A. That 
is correct, there always has been ample supplemental serv¬ 
ices available to it. 

Q. And they have been able to get it without a firm obli¬ 
gation on the part of any of the suppliers to Penn Water 
or Safe Harbor or both—right? 

• • • 

The Witness: What do you mean by “firm obliga- 
tions ,, ? 

By Mr. Goldberg : 

Q. Intended to be available at all times. A. That 
is correct, there is no firm obligation on the part of any 
customer to Penn Water and Safe Harbor. 

[3389] Q. On the part of the supplier to Penn Water and 
Safe Harbor. You said ‘ ‘ customer 9 \ didn’t you ? A. On 
the part of the suppliers of such supplemental energy. 

• • • 

[3392] Q. Has there ever been a time during the existence 
of Exhibit 72 that you were of the opinion that Safe Harbor 
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was rendering electric services under Exhibit 72? A. 
To whom? 

Q. Either Penn Water or Metropolitan Edison? A. 
It certainly is true that Safe Harbor in my opinion has not 
and is not rendering electric services to Metropolitan Edi¬ 
son Company under Exhibit 72, but Safe Harbor does have 
an operating responsibility to Penn Water in connection 
with the latter’s operating responsibility to Metropolitan 
Edison under Exhibit 72. 

Q. And Safe Harbor’s operating responsibility to Penn 
Water in connection with Exhibit 72 originates under Items 
E, F, and G, does it not? A. I think it does. 

Q. Has there ever been a time during the existence of 
Exhibit 72 that you were of the opinion that Safe Harbor 
[3393] was supplying electric services under that agree¬ 
ment? A. Yes, it has continually since the contract has 
been in force and effect, that is since January 1, 1946. 

Q. In other words, since January 1, 1946, Penn Water 
has continuously used electric energy generated by Safe 
Harbor to meet its obligations to Metropolitan Edison un¬ 
der Exhibit 72? A. And by 4 ‘electric energy”, I am re¬ 
ferring to electric services of which energy is one of the 
attributes. 

Q. Has there ever been a time during the existence of 
Exhibit 72 that you were of the opinion that Safe Harbor 
had operating responsibilities under that contract? A. 
Isn’t that the same question you just asked me? 

Q. No, no. I was talking about supplying electric serv¬ 
ices and rendering electric services before that. Now we 
are talking about operating responsibilities, which is an¬ 
other one of your phrases. A. Safe Harbor has not an 
operating responsibility to Metropolitan Edison under Ex¬ 
hibit 72, but it has an operating responsibility to Penn 
Water in connection with the latter’s operating responsi¬ 
bility to Metropolitan Edison under Exhibit 72. 
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[3410] Q. In Article IX of Exhibit 72 this statement ap¬ 
pears: “Holtwood represents that for the purposes of this 
article it is in a position to include the energy and/or ca¬ 
pacity of Safe Harbor and for such purposes the same shall 
be treated as though it were owned and controlled by Holt¬ 
wood.” 

How was Holtwood able to state that it is in a position 
to include the energy and/or capacity of Safe Harbor in 
connection with Article IX and to further state that the en¬ 
ergy and/or capacity of Safe Harbor shall be treated as 
though it were owned and controlled by Holtwood? 

• • • 


The Witness: I don’t know. 

• • • 

[3411] Q. What does it mean when Holtwood states that 
it is in a position to include the energy and/or capacity of 
Safe [3412] Harbor for the purposes of Article IX and 
that for such purposes the same shall be treated as though 
it were owned and controlled by Holtwood? 

• • • 

The Witness: To me as an operating man my under¬ 
standing is that Penn Water was in a position to arrange 
for the interchange sales of certain energy and capacity 
from the Safe Harbor plant as though Holtwood and Safe 
Harbor were rendering those services jointly so far as Ar¬ 
ticle IX is concerned. 

• • • 

Q. How did it get into that position? What are the 

facts and circumstances that enable it to make such an ar¬ 
rangement ? 

• • • 

The Witness: First, Penn Water and Safe Harbor op¬ 
erate [3413] their respective hydro plants for a maximum 
overall economy and for maximum utilization of natural re¬ 
sources. They have been doing that for some time. 




George W. Spaulding, Cross 


651 


Secondly, this contract was entered into by Penn Water 
with the knowledge and consent of Baltimore Company who 
was the other party with Penn Water that had whatever 
entitlements were dne them from Safe Harbor Company. 

By Mr. Goldberg : 

Q. Under Items E, F and G! A. I think so, after 
taking into consideration the other contracts. 

Q. Have you completed your answer! A. Yes. 

Q. This reason that you gave, that Penn Water and 
Safe Harbor operate their respective hydro plants for max¬ 
imum overall economy and maximum utilization of natural 
resources, and have been doing it for some time, that ap¬ 
plies throughout the period 1932 to date—right!. A. 
That is correct. 

Q. And the reason you gave that Exhibit 72 was en¬ 
tered into by Penn Water with the knowledge and consent 
of Baltimore Company, who was the other party with Penn 
Water who had entitlements under E, F, and G, that ap¬ 
plies to all contracts which Penn Water ever has entered 
into since Items [3414] H and I were entered into—right! 
A. I think that is correct. 

Q. And that has been the case since 1931, then, the date 
of Item “H”! A. The early part or middle of 1931— 
that is correct. 

Q. So that the reasons that you gave as enabling Penn 
Water to assure the availability of the energy and/or ca¬ 
pacity of Safe Harbor in connection with the interchange 
arrangements under Exhibit 72, are reasons that have ex¬ 
isted since 1931 and were available to Penn Water through¬ 
out the period 1931 to 1946. Right! 


The Witness : I think so. 

By Mr. Goldberg: 

Q. In other words, without naming Safe Harbor in Ex¬ 
hibit 72, Penn Water was able to make an assurance to 
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Metropolitan Edison with respect to the energy and/or 
capacity of Safe Harbor. Eight? A. For interchange 
purposes only, and that means with a limited responsibility 

on a time to time basis. 

• • • 

[3427] Q. Now, if they can do it with respect to inter¬ 
change why can’t they do it with respect to firm power obli¬ 
gations? A. I don’t know. Perhaps they can. 

Q. And they probably can do it without even asking 
Safe Harbor, can’t they? A. I don’t know. 

Q. They did it with respect to interchange, didn’t they? 
A. Apparently so. 

Q. You know that is so, don’t you? A. Subject to 
the discussion we have just had, yes. 

Q. You know that is so because you were intimately 
associated with those negotiations. A. I have endeav¬ 
ored to recite what happened. 

Q. As a matter of fact, there is reliance upon Safe Har¬ 
bor’s capacity and energy for the purpose of meeting the 
firm power requirements in Exhibit 72, isn’t there? A. 
Very definitely. 

Q. And there is that reliance again without Safe [3428] 
Harbor’s inclusion in Exhibit 72, isn’t there? A. Safe 
Harbor is not a named party, nor does it have any operating 
responsibilities directly to Metropolitan Edison under Ex¬ 
hibit 72. 

Q. But there is an assurance of supply to Metropolitan 
Edison under Exhibit 72 which involves the capacity and 

energy of Safe Harbor? A. I think that is right. 

• • • 

[3433] Q. Had there been a change in the tax laws in Penn¬ 
sylvania between the time Exhibit 71 was entered into and 
Exhibit 72 was consummated? A. I think so, but I am 
not too familiar with the tax laws. 

Q. And it was because of that change in tax laws that 
you said “The third reason no longer appeared to exist.” 
Is that right? A. I think that was part of it. 
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Q. Was there any other part of it? A. Not except 
that I understood that the tax situation, whatever it was 
then, or is now, and it has not been changed since this con¬ 
tract was entered into or negotiated, did not appear to be 
important. 


[3436] Q. When electric energy is not sold to Consolidated 
under Items H and I, what electric services does it receive? 
A. It may receive a lot of electric service without there be¬ 
ing any energy present—capacity services, power factor co¬ 
operation or reactive, voltage, current, frequency. 

Q. Are you finished, Mr. Spaulding? A. I think so. 

Q. When you mentioned voltage and current did you 
have in mind wattless energy? A. I did. 

Q. Wattless power, I should say. A. I think that is 
right. Of course, there could be the capacity service where 
there was no current or reactive [3437] present, merely a 
readiness to serve. 

Q. In connection with Article 6 of Item “H” does Con¬ 
solidated provide any such services such as a readiness to 
serve? A. At times there may be on an interchange basis 
when there have been arrangements made for the inter¬ 
change of capacity without any energy and Baltimore may 
make that service available on its own system without any 
change in the current energy or power flowing. 

Q. When no energy is flowing to Consolidated you 
stated that such services as capacity, power factor coop¬ 
eration, reactive, voltage, current and frequency were be¬ 
ing furnished Consolidated by Penn Water? A. There 
can be, and may be. 

• • • 

[3443] Q. You say revenues received by Penn Water are 
used to reduce Consolidated^ payment under Items H and 
I to Penn Water—right ? 
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The Witness: May we be a little more specific? The 
revenues which are actually collected by Penn Water from 
the firm power customers of Pennsylvania, in part for serv¬ 
ices rendered alone by Penn Water and in part for services 
rendered jointly by Penn Water and Safe Harbor, may re¬ 
duce the payments made by Baltimore to Penn Water un¬ 
der H and I in the sense that the formula for computing 
the revenues receivable by Penn Water under H and I take 
such revenues from Pennsylvania customers into consid¬ 
eration. 

• • • 

[3445] Q. Now, then, do you say that Safe Harbor receives 
revenues from the supply of power and energy to persons 
or corporations other than Consolidated and Holtwood that 
should be credited by Safe Harbor in computing the power 
bill to Consolidated and Holtwood? A. I don’t know. It 
is not so accounted for today, and has not been for the dura¬ 
tion of the contract. 

Q. If there were such revenues there is the provision 
under which the credits could be made in the power bill 
computations—right? A. I think so. 

Q. But there are no such credits being made today— 
right? A. Not currently, no. 

• • • 

[3454] Mr. Sparks : That is correct. 

Mr. Examiner, upon review of the record we find 
there is one matter which Mr. Goldberg requested of 
Mr. Spaulding, which has not yet been reported upon. 
Mr. Spaulding is ready at this time to report on it, and 
it involves a reference to the Pennsylvania proceedings 
in 1932. 

Mr. Goldberg : If you will identify that proceeding, 
Mr. Spaulding, I would appreciate it. 

The Witness: At transcript page 3334, you asked me 
to identify the proceeding before the Public Service Com- 
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mission of the Commonwealth of Pennsylvania relating to 
the modification of that Commission’s order, fixing the com¬ 
panies to which Safe Harbor Company was allowed to sell 
directly or indirectly. 

The petition to the Commission for permission to sell 
its service to others than originally determined was dated 
March 29, 1932. 

The report and order of the Commission is dated Janu¬ 
ary 10, 1933, in re “Application of Safe Harbor Water 
Power Corporation for modification of the certificate of 
public convenience approving the beginning of the exercise 
of the rights, power or privilege of the supply, storage or 
transportation of water and water power for commercial 
and manufacturing purposes in Manor township, Lancaster 
County, and Chanceford township, York County, by amend¬ 
ing the [3455] restriction which limits service to certain 
customers named therein.” 

The application docket shown on that order is No. 
21579 (folder No. 2). 

• • • 

[3479] Q. What do you mean when you say that the elec¬ 
tric services from Consolidated are co-mingled with the 
electric services at Safe Harbor or at Holtwood? A. I 
mean that those electric services such as kilowatt-hours, 
kilowatts and reactive, which involves current and voltage, 
of course, when those are mixed with similar services, or 
other electric services of the Safe Harbor Company or of 
another company or another source, there is a co-mingling 
of those electric service attributes. 

Q. Are you using “mixed” and “co-mingling” synon¬ 
ymously? A. I think so, except that I am using it in an 
electrical sense. 

Q. You are using it in an electrical sense? A. Yes, 
and I have no high, scientific implications in that use, either, 
Mr. Goldberg. 

Q. You can be sure I haven’t either, because I don’t 
know what they are. 
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I am interested in finding ont how these electric serv¬ 
ices from Consolidated mix with electric services from 
other sources of supply. A. Well, I don’t want to be too 
technical. Perhaps you will forgive me if I used an ex¬ 
pression that the Examiner used [3480] not long ago. 
There is a vector relation between them which results in 
a new vector, and that is the type of co-mingling I am talk¬ 
ing about. 

Trial Examiner: I used it correctly, didn’t I? It 

was about three weeks ago. 

The Witness: Yes, you used it very properly, Mr. Ex¬ 
aminer. It is a simple way of expressing what is being de¬ 
scribed on the stand. 

• • • 

[3502] By Mr. Goldberg: 

Q. From the time Safe Harbor began operating in 
1932, it is the fact, is it not, that Penn Water in connection 
with its commitments under Exhibits numbered 136, 137, 
138, and 139 relied at times upon the supply from Safe 
Harbor, right? 

The Witness: May I have that question again, please? 

(Question read.) 

The Witness: No, that is not strictly correct. Safe 
Harbor electric services could not be used by Penn Water 
in respect to the contract identified as 139 until after the 
Pennsylvania Commission had authorized Safe Harbor to 
permit [3503] its energy so to be used. 

By Mr. Goldberg: 

Q. Let me see if I understand you? A. I think that 
as respects the other three contracts, namely, 136,137,138, 
that Safe Harbor’s electric services were available to Penn 
Water for the latter’s use in rendering services to the 
named companies in those three contracts, customer com¬ 
panies in those three contracts. 
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Q. I don’t understand why Safe Harbor’s electric serv¬ 
ices were not available for use to Penn Water in connection 
with Exhibit 139. A. Because until the Pennsylvania 
Commission authorized such use by Penn Water, Penn 
Water could not use Safe Harbor’s services in connection 
with Exhibit 139. So there was a period from the execu¬ 
tion of 139 up until the final order of the Pennsylvania 
Commission permitting such use that Safe Harbor’s serv¬ 
ices could not be used by Penn Water in connection with 
that contract. 

Q. Let’s see. The electric services would be available 
to Penn Water under Items E, F, and G—right? 

The Witness: May I have that question? 

(Question read.) 

The Witness : I assume so. 

By Mr. Goldberg: 

Q. Having been made available to Penn Water under 
Items [3504] E, F, and G, what restriction was there on 
Penn Water which would have prevented it from using the 
electric services and supplying Metropolitan Edison under 
Exhibit 139? A. It was a restriction which went with 
the certificate of public convenience and necessity issued 
by the Public Service Commission of Pennsylvania to Safe 
Harbor Water Power Corporation which limited such use. 

Q. Wasn’t that restriction that Safe Harbor could only 
sell to Consolidated and Penn Water? A. No, it went 
further than that. It provided that Penn Water could only 
use such services for resale to its then named customers, 
and as I recall those named customers they were Chester 
Valley Electric, Edison Light and Power Company of York 
and Pennsylvania Power and Light Company. It did not 
include Metropolitan Edison. 

Q. So there was a restriction upon Penn Water’s use 
of the electric energy received under Items E, F, and G 
from Safe Harbor. Is that it? A. That is correct. 

Q. When Penn Water was undertaking to supply 
Metropolitan Edison during that period of restriction did 
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it have to make some sort of an identification of the electric 
energy it received from Safe Harbor and somehow or other 
keep it from getting into Metropolitan Edison’s system? 
A. It had to establish an electrical barrier to prevent that 
flow. 

[3505] Q. Did it? A. It did. 

• • • 

[3520] Q. Mr. Spaulding, why did you limit your deter¬ 

mination in Exhibit 35 to firm power services? 

• • • 

The Witness: I did not limit it to firm power services. 

I made adjustments for interchange services as well. 

By Mr. Goldberg: 

Q. The title of your exhibit is “Costs of Penn Water’s 
and Safe Harbor’s firm power services rendered to Balti¬ 
more Company, 1945 and 1946.” Shall we change that 
title? A. No, but in that study, and in connection with 
my testimony relating thereto, the operating savings re¬ 
sulting from all interchange transactions become a credit 
or are passed on to Baltimore Company, and therefore in 
determining costs of services of Penn Water and Safe Har¬ 
bor to Baltimore Company, proper adjustments were made 
in order that all of those benefits from operating savings re¬ 
sulting from [3521] interchange were credited to Baltimore 
Company in accordance with the provisions of the actual 
operations and the contracts relating thereto. 

Q. In firm power services you included backfeed from 
Baltimore and interchange services to the Pennsylvania 
customers. Is that right? A. That is right. 

Q. And backfeed and interchange sales do not involve 
a continuing operating obligation. Isn’t that so? 

• • • 

The Witness: That is right. 

By Mr. Goldberg: 

Q. Well, then, in what way are they firm power serv¬ 
ices? A. The resultant effects, or the resultant services 
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of Penn Water and Safe Harbor are firm power services, 
and the operating economies resulting from interchange 
become a credit, in effect at least, to the Baltimore Com¬ 
pany, and they were so treated. 

Q. Even though they may become a credit to the Balti¬ 
more Company, you may not treat them as firm power 
services. Isn’t that so? A. And I didn’t treat them as 
firm power services. 

Q. Even though you included them in your study of 
the [3522] costs of firm power services rendered to Balti¬ 
more Company. Is that right? A. The interchange op¬ 
erations involving the purchase or procurement of inter¬ 
change services from Baltimore Company on the one hand 
and from the Pennsylvania customers on the other are 
in part used by Penn Water and Safe Harbor in connection 
with the rendering of firm power services, but the operat¬ 
ing savings from the interchange transactions between 
Baltimore Company and Penn Water on the one hand and 
between Penn Water and Safe Harbor and another com¬ 
pany on the other hand were credited to Baltimore Com¬ 
pany in Exhibit 35. 

• • • 

Q. You say that the supply from Consolidated was 
used by Penn Water and Safe Harbor in connection with 
rendering firm power services. Did I understand you cor¬ 
rectly? A. Frequently, yes. 

Q. You mean firm power services to Metropolitan Edi¬ 
son and Pennsylvania Power and Light Company, Phila¬ 
delphia Electric Company? A. Yes, among others, and 
that is the energy that we have been talking about the last 
few days as the supplemental [3523] energy that Penn 
Water and Safe Harbor use in connection with their firm 
power obligations. 

Q. Do they use it in connection with their obligations 
under Exhibit 10? A. It may be. 

Q. Do you know whether they do? A. I can’t ear¬ 
mark the kilowatt hours. 
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Q. You mean you don’t know? A. I cannot paint 
the kilowatt hours. I have accounted for them that way. 

Q. You mean you have accounted for them on the 
theory that they are so used? A. That is right, together 
with other services. 

Q. In determining the costs of Penn Water’s and Safe 
Harbor’s firm power services rendered to Baltimore Com¬ 
pany—and please understand I am using your title, not 
accepting that as the fact—have you included the costs of 
all these attributes of electric services that you have been 
discussing throughout your cross-examination? 

• • • 

The Witness: I think so. 

• • • 

[3524] Q. In the third paragraph of that general statement 
on Page 2 of Exhibit 35 you stated that schedules 3, 4 and 
5 of Exhibit 35 provide the basis for the determination of 
the capacity and energy service components of Penn 
Water’s and Safe Harbor’s combined firm power services 
to Baltimore Company. Is that right? A. It so states. 

Q. Did you by that statement intend to cover all of the 
attributes of electric services you have been discussing? 
A. I did. 

Q. So that in the phrase “capacity and energy” you 
covered voltage, power, phase, capacity, power factor, cur¬ 
rent, frequency, and every other attribute you have ever 
mentioned in this proceeding as an attribute of electric 
service. Isn’t that so? A. I don’t think there are any 
other attributes, but I [3525] did so include them. 

Q. You thought it appropriate to include them that 
way, did you? 

• • • 

The Witness: I presume so, because my allocations 
were limited to the allocations of capacity and allocations 
of energy. I had no basis for making an allocation of the 
other attributes of electric service because no records of 
sufficient completeness are available for the purpose. 
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I did give careful consideration to them and concluded 
that by the allocation that was used for capacity and energy 
that I had properly included the allocation of all of the 
other attributes of electric service. 

• • • 

The Witness : And I would like to add that I did [3526] 
recognize that I was making a very conservative assump¬ 
tion with respect to the services rendered to Baltimore 
Company, because, in my opinion, and based on the meager 
records that are available, Baltimore is provided with a 
very much higher percentage of power factor cooperation 
than any of the other customers of Penn Water and Safe 
Harbor. 

By Mb. Goldbebg: 

Q. Do I understand by your last statement that you 

have been very liberal to Consolidated- A. I think I 

was liberal to Consolidated in that respect, that is correct; 
generous, may I say. 

Q. That is what I meant. Now, then, you say you 
don’t keep adequate records to enable you to make an 
allocation of the costs of voltage, of power, of phase, of 
power factor cooperation, of current and of frequency. Is 
that right? A. I didn’t say that. I said I did not have 
sufficiently accurate records to make an allocation of the 
cost of power factor cooperation between the customers. 

Q. Why doesn’t the company keep adequate records 
for that? A. Because it has not heretofore used them in 
connection with the computation of the bills rendered, and 
this is the first time that it has had to make a cost alloca¬ 
tion of this nature. 

Q. Is it your statement that costs are incurred by Penn 
[3527] Water and Safe Harbor in connection with the fur¬ 
nishing of voltage, power, phase, power factor, current and 
frequency? A. Let’s take them one at a time if we may. 

Q. All right. Voltage. A. Costs are incurred in 
maintaining constant voltage, yes. 
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Q. Power. A. That is part of the other services ren¬ 
dered, including energy and capacity. 

Q. In other words, the costs of power are in the 
capacity and energy. A. I think so. 

Q. Why do you call it a separate attribute I A. I 
don’t know that I would call it a separate attribute. It is 
treated separately under certain circumstances and re¬ 
ferred to in some instances as power and in some instances 
as capacity and energy, and I have used it because it has 
been so used. 

Q. And even in your technical distinctions which you 
have been making it is all right to do that, isn’t it! A. 
I think so. 

Q. Any costs incurred in connection with phase! A. 
Yes, it costs considerably more to provide single phase 
power than three-phase power. 

Q. Are those costs in the capacity and energy! 
[3528] A. No, usually related to the special facilities in¬ 
stalled. 

Q. How about power factor cooperation! Any costs 
incurred! A. Very definitely. 

Q. How about current! A. I think that that is one 
of the attributes that is allocated in connection with 
capacity and energy. 

Q. And it is all right to say that current is not really 
a separate attribute, isn’t it! A. No, I don’t think I 
would say that. I would say that I could not determine the 
separate costs for current by itself. 

Q. How about frequency! Any costs incurred! A. 
Costs are incurred in order to maintain frequency tolerance 
desirable, and frequently very high costs are incurred. 

Q. Have you left out of your Exhibit 35 the costs in¬ 
curred in rendering firm power services to Baltimore for 
voltage, phase, power factor and frequency! A. I have 
by the method used assumed that with an allocation of 
special facilities on the one hand, of capacity on the other 
hand, and of energy on the third hand, that the other at- 
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tributes of electric service were in the resultant propor¬ 
tion. I did not attempt to make a separate allocation 
[3529] of costs for power factor cooperation, a separate de¬ 
termination of the costs incurred for frequency, that is for 
the maintenance of frequency within close tolerances, nor 
for the costs incurred in maintaining voltage within close 
tolerances. 

There are costs incurred, but in my opinion they could 
not readily be segregated separately. 

Q. And you think you have gotten them in, anyway, 
as part of capacity and energy. Is that it? A~ I think 
I have gotten them in in connection with all of the costs I 
have used and that I have allocated them to Baltimore on 
a very conservative basis. 

Q. Well, if you do not have the records which enable 
you to determine what the costs are in connection with 
the rendering of voltage services, could you fix a rate for 
the voltage services rendered to Consolidated? A. If it 
appeared to be of sufficient importance a special charge 
could be made for maintaining that service, yes. 

Q. Do you think it is of sufficient importance? A. 
It has not been so considered to date. 

Q. Do you consider it now of sufficient importance? 
A. I do not think it is of sufficient importance to segregate 
from the other costs, no. 

Q. From the capacity and energy; right? A. I think 
that those costs are properly allocated to Baltimore as I 
have done. 

[3530] Q. In other words, you think it will be all right just 
to fix a rate for capacity and energy. Is that right? A. 
I didn’t say that at all, Mr. Goldberg. 

Q. You think you will have to fix a rate for voltage? 
A. No, I don’t think so. 

• • • 

[3531] Q. Up to the present time the company has never 
kept adequate records so that you could determine the costs 
of rendering voltage, phase, power factor and frequency by 



664 


George W. Spaidding, Cross 


[3532] Penn Water and Safe Harbor to Baltimore Com¬ 
pany—right? A. As separate components I think that 
is correct. I emphasize 44 separate components ’ ’, as distinct 
from electric services as such. 

Q. Do you know why they have not kept records to 
enable them to make that segregation? A. Because it 
has not been necessary to segregate them in connection with 
the determination of the charges to be made under the 
contracts. 

Q. And it is not necessary today, is it? A. Not in 
a determination of the charges to be rendered under the 
contracts. 

Q. The determination of the charges to be rendered 
under the contracts are based upon investments of Penn 
Water and Safe Harbor, all of their operating expenses 
and all of their costs, with the exception of those invest¬ 
ments and those costs you and I discussed the other day 
wherein you indicated that certain investments and certain 
costs are not included by reason of negotiations between 
Consolidated and Penn Water. Isn’t that so? 

• • • 

The Witness: That is my understanding, and such 
payments or charges are independent of the actual services 
rendered or the proportion of the attributes that may or 
may not be [3533] present in those electric services. 

• • • 

[3544] Q. So that with respect to the question of costs in¬ 
curred by Penn Water alone for service rendered to Con¬ 
solidated, or for service to any of Penn Water’s customers, 
it follows, does it not, that Exhibit 35 does not supply the 
data required to make a proper allocation of excess reve¬ 
nues among the various customers served, and in my use 
44 excess revenues” I want you to assume that may be the 
result. 
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The Witness: Of 
sumption. 


course, I don’t agree with that as- 

• • • 


[3545] The Witness: I will have to qualify the answer, 
Mr. Examiner. It does in my opinion supply all the data 
necessary to compare the revenues with the costs incurred 
in connection with the firm power services rendered by 
Penn Water and Safe Harbor to Baltimore. 


• • • 

Q. How about Penn Water alone? A. No, it does 
not do that and it cannot do that. 


• • • 

[3598] Q. Under what operating conditions are those 
capacity services we are talking about furnished to Con¬ 
solidated? 

Me. Sparks: May we have the question, please? 

(Question read.) 

The Witness: Perhaps we can refer to Exhibit 8. 
[3599] By Mr. Goldberg: 

Q. All right. A. The capacity available to the sys¬ 
tem, and therefore in part available to Baltimore Company, 
in high-flow as shown by the lower left-hand chart is avail¬ 
able 24 hours during the day. During what I may term 
“intermediate flows” or a flow approaching average flow, 
that is shown in the lower middle chart, the hydro capacity 
may in part be operated as spinning reserve or may in 
part be available to Baltimore Company, and in low flow 
generally shown by the lower right-hand chart a large part 
of the hydro capacity operated is being operated as spin¬ 
ning reserve. It can not be shown, of course, from those 
charts on Exhibit 8 how much of that capacity is being 
furnished to Baltimore, but it does show the nature of the 
operations, and various manners of operations. 

Q. You say you can not determine how much of the 
capacity is being furnished to Baltimore from Exhibit 8? 
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A. No, sir, but you asked me under what operating con¬ 
ditions. I endeavored to explain it from reference to Ex¬ 
hibit 8. 

Q. Yes, I appreciate that. Have you determined how 
much is being furnished, how much capacity is being fur¬ 
nished, to Baltimore under the three operating conditions 
you show on Exhibit 8? A. Well, of course, the three 
typical or different conditions that are shown when you 
look at them from the [3600] yearly operation tend to 
merge one into the other. There is no sharp distinction 
except, perhaps, for high-flow between something just below 
high-flow and there is a gradual change down to the lower 
flows. It requires consideration of the operating records 
of the companies in order to determine what the capacity 
services were and how frequently they were rendered. 

Q. Have you determined that? A. I have analyzed 
those operating records, as I have said several times. My 
answer was not a mathematical answer. I did not add up 
any figures and arrive at a conclusion by dividing by so 
many hours. 

Q. But as a result of your analysis you reached the 
one conclusion, 50 per cent? A. No, indeed. I reached 
the conclusion that the capacity services to Baltimore were 
considerably more than 50 per cent of the time. I should 
say that capacity service is being rendered more than 50 
per cent of the time. It may be in varying amounts and 
in varying times during any day. 

I also considered the time or the hours or the amounts 
of energy that are being delivered to Baltimore Company 
and where reactive records were available, the amount of 
such services rendered, but they are of a more limited 
nature. From an analysis of those records I concluded that 
a 50-50 allocation was a reasonable one to use. 

[3601] Q. Did you conclude it was the only reasonable one? 
A. No. I have stated that ratio might vary one way or 
the other. I cannot state how much it would vary. It 
was for that reason I made some check figures to see 
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whether the resulting answer would have been materially 
different had I used some figure other than 50 per cent, 
and when I found that a reasonable range in the vicinity 
of 50-50 did not materially change the answer I was satis¬ 
fied to use the exact figure of 50-50. 

Q. Did you feel that the 50-50 basis was appropriate 
for the Pennsylvania customers as a group? A. I did 
not consider the Pennsylvania customers alone as a group. 
As I explained yesterday, I gave consideration to the use 
and usefulness of these services to each, as well as to 
groups of these customers, and it was because the use and 
usefulness of the services did vary materially both in 
amounts and in the variation of those amounts during the 
year that I concluded that a 50-50 allocation was reasonable. 

• • • 

[3618] Trial Examiner: Very well. 

Counsel for the Pennsylvania Public Service Com¬ 
mission. 

By Mr. Miller: 

Q. Mr. Spaulding, will you define the term “backfeed” 
for the record? A. I think I have used the term “back¬ 
feed” in only one instance, and that relating to the electric 
services supplied by Baltimore Company under Article 6 
of the 1927 agreement. 

On occasions, and I may in this record have so used 
it, we have referred to “backfeed” from our Pennsylvania 
customers over the inter-connected transmission lines we 
have with them in connection with interchange transactions. 
I think both uses are correct because backfeed takes place 
when these interchange services are flowing in the opposite 
direction from that in which the electric services are flow¬ 
ing for which those facilities were provided. 

Q. Using backfeed in the sense that you have stated, 
[3619] is it always possible for Safe Harbor Water Power 
Corporation and Pennsylvania Water and Power Company 
to meet the total of their firm power obligations to Penn- 
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sylvania Power and Light Company, Metropolitan Edison 
Company, Philadelphia Electric Company and the Penn¬ 
sylvania Railroad Company in Pennsylvania without any 
backfeed from Baltimore Company if the Safe Harbor and 
Holtwood ponds are operated and controlled in a manner 
which will best utilize the natural resources of the Susque¬ 
hanna River, and will also represent or be the most eco¬ 
nomical operation of the Safe Harbor and Holtwood hydro 
facilities, and if the Holtwood Steam Plant is used for the 
purpose of supplying firm power to Pennsylvania cus¬ 
tomers in Pennsylvania? 

Would you like to have that question read? A. I 
would like the first part of it read. I think I understand 
the last part. 

(Question read.) 

The Witness: Yes, so long as Penn Water and Safe 
Harbor are in a position during those unusual occasions of 
very “low flow” to arrange for the supplemental energy 
from their Pennsylvania customers under the existing inter¬ 
change arrangements. 

• • • 

Q. Are they now in such a position? A. They are. 
[3620] Q. Do Penn Water and Safe Harbor have such ar¬ 
rangements? A. Yes, sir, in connection with the inter¬ 
change provisions of contract identified as Exhibit 72 with 
the Metropolitan Edison Company, the contracts identified 
as Exhibits 76 and 77 with the Pennsylvania Power and 
Light Company, and the contract identified as Exhibit No. 
134 with the Philadelphia Electric Company. 

[3621] Q. Are the Pennsylvania firm power obligations 
always met without any backfeed from the Baltimore Com¬ 
pany? A. No. 

Q. Why not? A. The procurement of supplemental 
energy under its interchange arrangements, including Ar¬ 
ticle 6 of the 1927 contract identified as Item “H”, are 
arranged in order to obtain maximum overall economy con- 
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sistent with maximum utilization of natural resources and 
in recent years, that is the last few years, it has been more 
economical to procure such energy from the Baltimore Com¬ 
pany largely because they had available generating facili¬ 
ties with a lower operating cost than was available at the 
time on the systems of these companies to the north with 
whom we have interconnections. 

Q. Then is it accurate to say that under the existing 
physical and contractual situation the obligations of Safe 
Harbor and Penn Water to the Pennsylvania customers, 
including the Pennsylvania Railroad Company in Pennsyl¬ 
vania can be completely fulfilled without any backfeed from 
Baltimore Company but that by reason of economic factors 
some backfeed from Baltimore is used in fulfilling the obli¬ 
gations? 

The Witness: May I have the question again, please? 

(Question read.) 

The Witness : Yes, I would say so. There are physical 
connections by which those services can be procured from 
[3622] northern companies under the interchange contracts 
I have just referred to, and the contract provisions provide 
for procuring them from the point where it is most eco¬ 
nomical, and that is the reason that a large, or a consid¬ 
erable, portion of the supplemental energy required by Penn 
Water and Safe Harbor has been obtained from Baltimore 
Company under Article 6 of the contract identified as Item 
“H” 


[3640] Mr. Sturtevant : Now, Mr. Spaulding, do you have 
an opinion as to whether the additional capacity of No. 3 
Unit at Riverside would be needed in the system if the Penn¬ 
sylvania Power and Light contract was terminated in 1948 
and power now sold to Pennsylvania Power and Light was 
not resold to any customer in Pennsylvania? 
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The Witness: I would have an opinion if I did not 
know [3641] that you also were considering capacity in 
addition to No. 3 at Riverside, and so is the Bethlehem 
Steel Company. That puts me in a position where I can 

not specifically answer your question. 

• • • 

The Witness: I have an opinion that if the Pennsyl¬ 
vania Power and Light contract were to be terminated and 
the services were not to be resold that somewhere on the 
system there would not be the need for some amount of 
capacity. I don’t think it would be as much as No. 3 Unit, 

but it might approach it. 

• • • 

By Mr. Goldberg: 

Q. When you stated to Mr. Miller that the requirements 
of the Pennsylvania customers in Pennsylvania could be 
met, always be met, by Penn Water and Safe Harbor, in 
answering his question I take it that you included in the 
source of supply the electric energy output of Safe Harbor 
and such supply from Consolidated as was coming up to 
Pennsylvania to supply the [3642] Pennsylvania Railroad. 
Is that right! 

• • • 

A. I will try to answer it in two ways. I did take 
into consideration all of the electric services of Safe Har¬ 
bor in making that answer. I did not take into considera¬ 
tion, regardless of whether I should have or not, but I did 
not take into consideration the operating responsibilities of 
Baltimore Company to the Pennsylvania Railroad for the 
electric services of the Pennsylvania Railroad in the state 
of Pennsylvania. 

Q. But you did consider that there was available to 

you all of Safe Harbor’s output! 

• • • 

—despite Safe Harbor’s agreement to sell two-thirds 
of its output to Consolidated under Items E, F and G. 
Isn’t that so! 
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[3643] The Witness: I did consider that all of Safe Har¬ 
bor’s electric services, and that includes its output, were 
available to Penn Water and Safe Harbor to meet their 
respective obligations, whatever they may be, respectively, 
to the Pennsylvania customers. I went beyond that and as¬ 
sumed that all of the electric services required by the Penn¬ 
sylvania Railroad in the state of Pennsylvania were to be 
met from the electric services available to Penn Water and 
Safe Harbor without any of the electric services to which 
Baltimore Company may have been obligated to supply in 
connection with the railroad supply in Pennsylvania. 

• • • 

Q. You did that despite the obligations of Safe Harbor 
to Consolidated for two-thirds of its output to Consolidated. 
Is that right, under Items E, F and G? A. I did not 
recognize in my answer that any portion of Safe Harbor’s 
output or electric services went to Baltimore Company. 
[3644] Q. Nor did you recognize that it belonged to Balti¬ 
more, did you? A. I don’t understand that question. 

Q. When I said “belonged to Baltimore” I meant Con¬ 
solidated had paid for it. A. Consolidated paid two- 
thirds of the revenues to which Safe Harbor is entitled 
for all of its electric services to whomever it may be ren¬ 
dered. 

# • • 


[4352] DONALD GUNN. 

• • • 

Cross-Examination (Continued). 

By Mr. Goldberg: 

• • • 

[4379] Q. In other words, the integrity of the investment in 
the property resulting from depreciation is maintained 
when you have provided an annual allowance for the de¬ 
preciation which is taking place. Is that right? 
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The Witness: The question seems to me to be a little 
bit obscure, but I think that that might be true if you pro¬ 
vided it in the right amount, of course. 

By Mr. Goldberg: 

Q. Yes, with that qualification you agree? A. Oh, as 
I understood the question, yes. 

• • • 

[4384] Q. All right. Let us take a small illustration to de¬ 
velop your thinking. We have the original cost of an ele¬ 
ment [4385] of property at $1,000. A. Yes, sir. 

Q. In providing for depreciation, let us assume zero 
salvage, Mr. Gunn, to simplify our problem. Now, then, 
would you provide depreciation for a thousand or for more 
than $1,000? A. For $1,000 as I understand the regula¬ 
tions. 

Q. And you would provide it for only $1,000 even 
though you contemplated replacing the property when it is 
retired. Right? A. Yes. 

Q. Now, then, let us assume further that replacement 
will cost $2,000. A. Yes. 

Q. Though you estimate that the replacement upon re¬ 
tirement of the existing property will cost $2,000 you would 
still provide only $1,000 in depreciation. Right? A. 
Yes, under the Federal Power Commission’s regulation. 

Q. Because you are providing for the cost of the prop¬ 
erty over its service life? 

• • • 

The Witness: Yes, that is what we are endeavoring to 
do. 

By Mr. Goldberg : 

Q. So that your provision for depreciation of the 
[4386] existing property is only a provision which may be 
available to the company when it replaces the property. 
Right? 

• • • 
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[4387] The Witness: I think that is generally correct un¬ 
less some of the words have some special meaning. It seems 
to me it is justly stated. 

By Mb. Goldberg : 

Q. I was not using any special meaning in the words. 
A. As I understand your question that seems to be correct. 

• • • 


[5629] J. RHOADS FOSTER. 

• • • 

Cross-Examination (Continued). 

By Mr. Goldberg : 

• • • 

[5659] Q. Now, these opinions as to fair return and fair 
rate of return expressed at transcript pages 649 and 650 
were [5660] influenced, I assume, by the data in Exhibit 30, 
Schedule 11, which were excluded by the Trial Examiner. 
Is that right? A. Certainly. 

• • • 

[5666] Q. Now are we to understand that the data in Ex¬ 
hibit 29 influenced your conclusion as to fair return and fair 
rate of return in this proceeding? A. They did and 
Schedule 11 of Exhibit 30 presents a diagrammatic view 
of the process by which it influenced my conclusion. 

Q. And the other data in Exhibit 30, as well as Sched¬ 
ule 11, had a bearing on your conclusions, is that right? 
A. That is right, and I am not aware I presented any data 
which were wholly irrelevant to my conclusion. 

• • • 

[5675] Q. No, I mean this: Could you, without a considera¬ 
tion of the data on Schedule 11 of Exhibit 30, have reached 
a conclusion as to the fair rate of return in this case? A. 
Without a consideration of that data or of data of [5676] 
similar nature I could not. 
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Q. In other words, you must, before you can reach a 
conclusion as to fair rate of return, consider the “fair 

value” of the property. Is that right? 

• • • 

[5678] A. You used the term “fair value”. I, of course, do 
not know what meaning you attach to the term. Assuming 
that you mean cost of reproduction as such I think, perhaps, 
it is obvious that cost of reproduction does not provide the 
only, or even the most appropriate, bit of evidence. We are 
here concerned with evidence. The starting point was, and 
subject to the assumption of a prudent investment rate base 
always would be, the return expressed either gross or net, 
which would be obtained by applying a rate of return de¬ 
rived on the basis of hypothetical replacement cost or pres¬ 
ently experienced cost of capital or some such basis, or de¬ 
rived by applying the original capital cost to the prudent in¬ 
vestment. But there remains the question of the reason¬ 
ableness and adequacy of that result in terms of the facts 
of the existing competitive society, and those facts are com¬ 
petitive costs. 

Now, cost of reproduction is not the best evidence of 
present-day competitive costs. Other evidence available is 
the present level of wholesale commodity prices in relation 
[5679] to levels which existed at the time of the construction 
of the particular property. That evidence, however, again 
is general, or is particularly general. 

More directly significant is the evidence of the present- 
day cost of constructing facilities of modern technological 
design which would be capable of producing the same serv¬ 
ice or equivalent goods. 

Q. In other words, you would not stop with merely a 
consideration of reproduction cost because that is not neces¬ 
sarily synonymous with fair value, but you would want to 
go beyond that and consider other indicia of value such as, 
as you have stated, purchasing power of the dollar, substi¬ 
tute plant costs, and the like. Is that right? 
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The Witness : It is true, Mr. Goldberg, that cost of re¬ 
production is not necessarily synonymous with fair value. 
It is not correct to say, or to imply, that the process of test¬ 
ing to which I have referred is a process of determining 
fair value. In applying these tests of the reasonableness 
and adequacy of the return arrived at by use of a prudent 
investment rate base method we need not be concerned with 
fair value in the sense of the Smythe v. Ames rule, and it 
certainly is not an application of that rule or method. 

[5680] By Mr. Goldberg : 

Q. Well, in reaching your conclusion in this case you 
did so by tests against data, against plant data, which is 
other than actual cost. Right? 

• • * 

The Witness: I did so by tests involving cost of plant 
which were other than actual costs and by tests involving 
other price data, and I did so for the reasons which I have 
just outlined. 

• • • 

[5766] Q. You are saying that in companies of correspond¬ 
ing risks and uncertainties to Penn Water, investors in 
common stock of those companies are capitalizing prospec¬ 
tive earnings at 8 Y> per cent. Isn’t that so? A. The va¬ 
lidity of that proposition, of course, depends upon its va¬ 
lidity in the case of Penn Water, which is to be tested by 
the facts with respect to the Penn Water situation, and 
which is precisely what I attempted to do. 

Q. You did not test it by looking at facts of companies 
with corresponding risks and uncertainties. Isn’t that so? 
A. Because it would have been a complete waste of my time 
to resort to secondary and indirect evidence when direct 
and more adequate and satisfactory evidence is available. 

Q. And your answer is that you didn’t so test it. 
Right? A. I so testified. 

Q. Now, then, what you did was to determine the ap¬ 
propriateness of your 8 Y 2 per cent conclusion by considera- 
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tion of earnings—price ratios of companies which were not 
of corresponding risks and uncertainties. Isn’t that so? 
A. That is not true. 

[5767] Q. Are they of corresponding risks and uncertain¬ 
ties? A. I have answered that question by saying I have 
made no study to determine what companies are of corre¬ 
sponding risks and uncertainties. 

Q. Then you concluded that 8% per cent was appro¬ 
priate by a consideration of earnings-price ratios of com¬ 
panies as to which you made no determination of their com¬ 
parability from a risk characteristic standpoint to Penn 
Water. Isn’t that so? A. That question has been an¬ 
swered in the negative. 

Q. Did you or did you not determine—and I must re¬ 
peat this because I think that the answer should be “Yes” 
to my preceding question on the basis of what you told me 
—did you or did you not determine whether your six com¬ 
panies were of corresponding risk and uncertainty to Penn 
Water? A. I made no study for the purpose of quanti¬ 
tative measurement of differences in investors appraisals 
of risk as between the Penn Water common stock and the 
common stocks of the other six companies. It is true, of 
course, that the earnings-price ratios expressed as averages 
over a long period of years give some indication of the dif¬ 
ference between investors appraisals of risks in the case of 
Penn Water and their composite or typical appraisals in the 
case of the six. 

• • • 

[5780] Q. Dr. Foster, do investment houses, investment 
service houses such as Standard and Poor’s, in their pub¬ 
lished analyses of electric utilities, show earnings as re¬ 
ported or as adjusted for non-recurring items? A. The 
houses to which you refer customarily, at least, in their re¬ 
ports of operations show earnings as reported and compute 
earnings per share on the basis of the equity income as 
shown in the income statement in the annual reports to 
stockholders. 
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I recall in that connection, however, a paragraph from 
the book “Security Analyses” by Graham and Dodd, who 
are recognized authorities, that in situations where the 
amount of equity income is affected by irregularities such 
as non-recurring items, or charges to income which should 
be charges to surplus, or vice versa, the financial services 
might well give consideration to omitting a statement of 
earnings per share from their service. 

Q. What edition of Graham and Dodd’s? A. Sec¬ 
ond edition. I don’t remember what page. Somewhere in 
the three-hundreds, I suspect. 

• i • 

[5802] Q. When did the investor first become concerned 
about regulatory action affecting Penn Water? 

Let me limit the question to regulatory action by the 
Federal Power Commission. A. I believe the date of the 
order of the Federal Power Commission instituting the rate 
proceeding was early in the month of September 1944. 

Q. Is it your statement that it is only the actual insti¬ 
tution of proceedings which caused the investors concern? 
A. I believe that is generally a valid proposition. 

Q. Doesn’t the prospect of regulatory action cause him 
to reflect his concern in the earnings-price ratios? A. 
The prospect of regulatory action, or the possibility of 
regulatory action continually exists in the case of any en¬ 
terprise which, because of its characteristics, is subject to 
the exercise of legislative power in the peculiar form in 
which that power is exercised in the case of what we know 
as public utilities. 

That possibility exists even before a particular enter¬ 
prise or enterprises of a class have been in fact designated 
as public utilities. When they have been so designated 
and the legislative power has been delegated to a regulatory 
Commission that prospect of regulatory action, of course, is 
less remote. 

[5803] But investors generally do not readjust their think¬ 
ing until something occurs which makes action leading to a 
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possible reduction of rates immediate or definitely in 
prospect. 

• • • 

[5804] Q. This is what I get out of your answers. The 
prospect of regulatory action exists continually. Right so 
far? A. In the case of enterprises of this type it does. 

Q. And since it exists continually doesn’t that mean 
that the eamings-price ratios continually reflect the in¬ 
vestor’s apprehension, if I may put it that way, of regu¬ 
latory action, but that it is reflected in various degrees in 
the earnings-price ratios to a lesser extent when the pros¬ 
pect is remote, to a greater extent as the prospect becomes 
less remote. Right? A. That is true. I think, however, 
until the prospect becomes one of relative immediacy be¬ 
cause of the implementation of regulatory power no sig¬ 
nificant consideration is in fact given to it. 

• • • 

[5818] A. * # # I think the point of significance in con¬ 
nection with your question is that it is the institution of the 
proceedings which raises the questions, yet to be answered 
by the conclusion of the proceeding, which created the un¬ 
certainties and which has the disadvantageous effect on in¬ 
vestor appraisals. 

The conclusion of a proceeding, whether a proceeding 
of this nature or a proceeding with respect to rates, tends to 
[5819] substitute certainty, however bad the prospect may 
be, for uncertainty. 

So if the pendency of the licensing proceeding has an 
adverse effect on market prices because of the investor’s 
concern with what might happen, I would expect that in¬ 
fluence to be evident in the period following the institution 
of the proceeding. 

The chart shows that following November, 1939 the 
earnings-price ratio for the Penn Water common stock 
rose steadily and continued to rise until I believe December 
of 1941. That movement was in response to general con¬ 
ditions. It was accompanied by a similar movement of 



J . Rhoads Foster, Cross 


679 


other earnings-price ratios and, therefore, is not to be ex¬ 
plained by this unique situation affecting Penn Water. 

One more step: It also is evident from the chart that 
the Penn Water earnings-ratio moved from a position be¬ 
low the average to a position above the average. That be¬ 
havior, however, is characteristic of the earnings-price 
ratios for common stocks in the case of which the equity is 
thin and the leverage is substantial or the risk is considered 
by investors to be relatively larger because of any other 
factor, and it may be observed that from the period from 
1933-1934 to 1935-1936, the same kind of behavior is ob¬ 
served except that the movement is from a position above 
at the time of relatively low prices to a position below at 
the time of relatively high [5820] prices. 

• • • 

[5821] A. I testified that in my opinion the comparative 
behavior of the Penn Water earnings-price ratios is ac¬ 
counted for as between these cyclical movement by its char¬ 
acter as investment opportunity, referring particularly to 
the leverage position of the equity, and I have reached that 
conclusion because of my general knowledge of the behavior 
of earnings-price ratios of common stocks in various posi¬ 
tions with respect to capital structure and because of my 
observation of the behavior of this common stock in rela¬ 
tion to other common stocks at various times in the case 
of some of which the consideration to which you referred 
was not present. 

Q. Are you saying that the 1939 proceeding did not 
influence the earnings-price ratios, the earnings-price ratio 
behavior, shown on Chart 1 of Exhibit 29 during the latter 
part of 1939 and through 1941? A. No. I am saying 
definitely and unequivocally that there is no evidence that 
it did influence the behavior of the earnings-price ratios 
significantly in relation to the influence of other factors 
which account for the amplitudes of variation. 

Q. How can you say that there was no significant influ¬ 
ence on the behavior of Penn Water’s earnings-price ratios 
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subsequent to 1939 when prior to that time the [5822] fluc¬ 
tuations of Penn Water’s earnings-price ratios had been 
above and below that of the six companies? A. I said 
there w^as no evidence there was any significance. 

Q. How do you arrive at the conclusion there is no evi¬ 
dence of a significant influence? A. Because the be¬ 
havior is more rationally explained by consideration of 
other influences. 

• • • 

[5833] Q. That is not the fact when you look at 1937 to 
1939. Part of the time the line for the six companies is 
above Penn Water and part of the time it is below, and if 
you look over [5834] at 1922 to 1928, throughout that period 
of time the earnings-price ratios for the six companies is 
always above those of Penn Water? A. That is true 
with the reference to the particular periods which you have 
identified. 

Q. Yes, and market prices were low during those 
periods and yet the earnings-price ratios of Penn Water 
were not proportionately higher than those of the six com¬ 
panies. Isn’t that so? A. Market prices were relatively 
lower than at other times and during parts of the periods 
the Penn Water earnings-price ratios were relatively lower. 

• • • 

[5838] Q. Isn’t this the fact: Other things being equal, the 
investor in common stock will pay more for that stock 
•which pays out in dividends a larger percentage of the 
earnings available for common and in which the percent 
of gross income available for equity income is higher? 
A. That is a statement of two separate tendencies, each, I 
believe, being the typical behavior. 

Q. That is why I said “other things being equal.” 
A. I referred to it as two separate tendencies because the 
two variables which are identified here are independent of 
each other and, of course, may not operate in the same direc¬ 
tion in any one case. 
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Q. The figures we have been examining, that is yours 
given on direct on pages 539 to 541, and those I have given 
you from 1939 to 1945, inclusive, indicate, do they not, that 
the percentage for Penn Water, the percentages for Penn 
Water, are at least as favorable, if not more so, than the 
percentages for the four of the six companies, speaking, 
[5839] of course, from the investor point of view? A. 
So far as these two factors are concerned and their influ¬ 
ence, if indicated by reference to the typical influence, the 
answer is “yes.” 

Q. Yes. In other words, we cannot look to the factors 
involved in a comparison of these percentages for the dif¬ 
ferences in the eamings-price ratios from 1939 to 1945 
between Penn Water and the medial four of six companies 
you used in Chart 1 of Exhibit 29. Isn’t that so? A. 
That is true. In presenting these percentages it was in 
no way my intention to attempt to explain those differences. 

Q. What other factors could explain that difference in 
earnings-price ratios between Penn Water and the medial 
four of six companies in the period 1939 to 1945? A. I 
can answer that kind of a question only in terms of possi¬ 
bilities and probabilities. 

Q. If that is the only way you can answer that I will 
have to take your answer that way. A. The investor’s 
appraisals of the Penn Water investment opportunity re¬ 
flect, of course, all of the factors which in his opinion influ¬ 
ence or may influence the prospective income and the stabil¬ 
ity of that prospect. Size of enterprise in relation to size 
of other enterprises is such a consideration. 

[5840] As a typical or general proposition some advantage 
exists as a result of increasing size up to certain limits 
only. 

The investor is concerned, in the appraisal of any such 
opportunity, with the character of the market served. The 
favorable market characteristics are those which include 
the maximum prospect of growth. Also, of course, the 
character of the demands are significant, demands of differ- 
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ent types of users having divergent relationships with busi¬ 
ness cycle and other influences. 

The exposure of the facilities and, consequently, the 
investment to physical hazards is a factor. 

We touched earlier today upon the question and com¬ 
parative effect of exposure to regulatory action. The qual¬ 
ity of the management of the enterprise is a consideration. 

Those are among the factors which, as a matter of 
business judgment, are considered in making investment 
choices. 

Q. In other words, we must look to these factors to 
find an explanation if it exists for that differential shown 
on Chart 1 of Exhibit 29 in the earnings-price ratios of 
Penn Water in the form of six companies in the period 
1939 to 1945, inclusive. Is that right? A. The explana¬ 
tion of the differential exists in the composite investor 
judgment. I am merely identifying these [5841] factors 
which commonly enter into the formulation of that judg¬ 
ment. 

• • • 

[5846] Q. Am I correct in drawing this conclusion as to 
your statement on size of enterprise? While increase in 
size is a mixed blessing, the blessing involved in increasing 
size overcomes any additional hazards, responsibilities and 
risks which may be involved due to increases in size ? A. 
Undoubtedly, and in overwhelming degree at the levels of 

size customarily experienced. 

• • • 

[5854] A. Proportion of gross income available as equity 
income, expressed as the average for the years 1939 to 1945 
inclusive, is 72.1 per cent for Penn Water. 

For the group of four other common stocks, consisting 
of Commonwealth Edison, Consolidated Edison, Consoli¬ 
dated Gas of Baltimore, and Detroit Edison the average is 
65.6. 

[5855] Referring now to the dividend earnings ratio, or 
per cent equity income paid out as dividends, I have an 
average of 83.5 for Penn Water. 
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The average for the group of four common stocks which 
you supplied to me, consisting of Boston Edison, Consoli¬ 
dated Gas of Baltimore, Detroit Edison, and Pacific Gas 
and Electric Company, is 83.3 per cent. 

• • • 

[5856] Q. Yesterday we discussed at some length your 
views with respect to the effect on earnings-price ratios for 
Penn Water of the Federal Power Commission proceeding 
which involved Penn Water’s right to operate its hydro¬ 
electric project without a license, and my recollection is 
that you testified that you did not consider the influence 
of that proceeding had any significant effect on the earnings- 
price ratio. Is that a fair statement? A. I believe so. 

• • • 

The Witness : I testified there is no evidence it had a 
significant effect and that the behavior is more rationally 
explained by consideration of other influences. 

• • • 

[5885] Q. I would like to know if you determined the rea¬ 
sons for the differential between the earnings-price ratios 
of the medial four of six companies and of Penn Water in 
the period 1939 to 1945, which differential appears on Chart 
1 of Exhibit 29? A. The reason for the differential was 
stated generally at an earlier point in the testimony. The 
earnings-price ratios of common stocks, regarded by in¬ 
vestors as relatively risky common stocks, fluctuate much 
more widely with changing securities market conditions 
than do the earnings-price ratios for common stocks re¬ 
garded by investors as having a relatively stable prospective 
income. 

Q. And you say that is the reason for the difference 
in the period 1939 to 1945 on Chart 1 of Exhibit 29. Is 
that it? A. I say that that behavior is a fact and that 
that presents the only rational explanation of the behavior 
during that period. 

Q. It is your statement that the investor looked upon 
[5886] the medial four of six companies as having more 
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stable prospects of income than Penn Water. Is that right! 
A. That is correct. 

Q. Which of those six companies that yon stndied have 
an assurance of a definite amount of income, whatever it 
may be, up to 1980? A. No one of the six companies has 
either definite assurance or guarantee of income stable in 
amount to 1980 on or to any other remote date. 

Q. But Penn Water has that, hasn’t it? A. It does 

not. 

Q. Did you know that Penn Water has a contract which 
assures it until 1980 a fixed amount of income, even after 
adjustment by a regulatory commission of the extent of the 
rate of return? A. I am certain that in any economic 
or financial sense the contract to which you refer does not 
provide for Penn Water a guarantee or definite assurance 
of income to the year 1980. I am equally assured that the 
investors do not so regard the Penn Water contract. 

[5887] Q. Your own notes to Schedule 2 on Exhibit 29 on 
page 8 reflect the company’s statement that its contractual 
arrangement with Consolidated constitutes virtually a guar¬ 
antee of earnings on its capital stock. Isn’t that so? A. 
The note to which you refer is within quotation marks and 
is an excerpt from the annual report of the company. 

Q. Yes. And your own notes, which you included as a 
background to your considerations, show exactly what I 
have just stated. Right? A. The excerpt includes the 
words which you have used. 

Q. Which of those six companies can say that? A. 
No one of the six companies is either a wholesaling com¬ 
pany supplying a limited number of customers or a com¬ 
pany having a contract of this form. 

Q. None of those six companies have that type of 
stability of earnings; right? A. None of the six com¬ 
panies has a contract of this form, nor does any one have 
whatever additional stability of income would be provided 
by such a contract. 

Q. You know, don’t you, that the earnings of the six 
companies are dependent upon economic cycles, business 
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cycles. Is that right? A. The earnings of the six com¬ 
panies in the composite are influenced by business cycle 
changes. 

Q. You know that is not the fact with respect to Penn 
[5888] Water. It can sneer at depressions. Right? A. 
Under the form of the contract, as long as that contract 
remains effective and operative, the earnings available to 
the equity of Penn Water tend to be stabilized. 

Q. The stability of the earnings of Penn Water are 
shown beyond doubt, aren’t they, by the dividend records 
of the company throughout the depression? 

• • • 

The Witness: The dividends paid per share by Penn 
Water were maintained without change at $3 per share 
from 1929 to 1934 inclusive. 

By Mr. Goldberg: 

Q. How about the six companies? How many of them 
maintained a record like that? A. I would have to ex¬ 
amine the facts to answer the question specifically. The 
dividends paid by Boston Edison, which in 1929 were $12.80, 
declined to $9 in 1934. 

The dividends of Commonwealth Edison Company, 
which in 1929 were $8, declined to $4 in 1934. 

Dividends of Consolidated Gas of Baltimore, which in 
1929 were $3.60, remained unchanged. 

[5889] Mr. Sparks : You mean non-changed through 1934? 

The Witness: Yes. 

Mr. Goldberg : Let me interpose here. 

By Mr. Goldberg: 

Q. That is the company which has the contract which 
runs until 1980 with Penn Water, isn’t it? A. I believe 
Consolidated of Baltimore is a party to the contract to 
which you refer. 

Q. A pillar of strength, isn’t it? A. Is the contract 
a pillar of strength to the one who receives the benefits and 
to the ones not benefited? 
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The dividend of Consolidated Edison of New York de¬ 
clined from $4 in 1929 to $2 in 1934. 

Q. Do yon have yonr dividend rate for 1935? Didn’t 
it fall below $2? A. Yes, in 1935 in the case of Consoli¬ 
dated Edison the dividend rate was $1. 

I have not checked any split of the common stock in the 
case of that company. 

Q. I think there was a split on Boston Edison of four 
for one. A. At a later date ? 

Q. At a later date, I think, and Standard and Poor’s 
show dividend rates of $3.10, for example, for 1929. And 
$2 for 1936, for example. That would indicate a split-up. 
[5890] A. I should have prefaced the reading of these fig¬ 
ures by the explanation that they represent the annual rate 
at which dividends were being paid at the end of the year. 

In the case of Detroit Edison the dividend rate was $8. 

Mr. Sparks: In 1929? 

The Witness: Yes, in 1929. It was $4 in 1934. 

In the case of Pacific Gas and Electric Company the 
dividend rate was $2 for 1929 and $1.50 in 1934. 

I believe 1934 represents the lowest level which was 
reached in that decline of dividend rates and that after 
adjustments were made for split-ups the rate increased in 
subsequent years. 

• • • 

[5891] Q. Wouldn’t you say that an investor, an informed 
investor, considers the reports put out by Standard and 
Poor’s as stock guide reports and bond guide reports? 
A. That service is very well-known and widely used and 
I have no doubt that investors consider it. 

Q. I want to show you the latest Standard and Poor’s 
report on the stock and bonds of Pennsylvania Water and 
Power Company, which is dated August 23, 1946, and ask 
you if it is not a fact that under the caption “Prospects” 
it is stated that “The company’s contract with strong Con¬ 
solidated Gas of Baltimore results in fairly stable earn¬ 
ings.” A. I read the sentence which you have quoted. 
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Q. Would you refer to Consolidated Gas of Baltimore 
as a strong company! A. Consolidated Gas of Baltimore 
is an electric and [5892] gas utility serving a metropolitan 
area and generally a strong company in the sense that it is 
regarded by investors as a company with better than aver¬ 
age prospects so far as income stability is concerned. 

Q. It also states under that caption I have referred to, 
doesn’t it, that, “One uncertainty in the outlook is the 
possibility of regulatory pressure upon the high rate of 
return”? A. It does. 

Q. Do you agree with that statement? A. Certainly. 

• • • 

[5895] Q. Under the caption “Earnings determinants”, it 
is stated, is it not, that “A ready market for all power and 
fixed earnings well above debt requirements are assured by 
the [5896] power contracts. Most of these extend beyond 
the bond maturities. While regulatory pressure may result 
in lower power rates, since the return on property is high, 
fixed charges would still be earned by adequate margins.” 

It so states, isn’t that so? A. It does. 

[5897] Q. These reports from which we have been reading 
are available to the informed investors, aren’t they? A. 
They are available to investors and I believe are ex amin ed 
by some investors. 

Q. I think you would agree that the reporting service 
is an unbiased one? A. I have every reason to agree 
with that statement. 

Q. And its purpose is to present information to the 
investor to give him pertinent facts upon which to base a 
decision with respect to alternative opportunities for in¬ 
vestment. Right? A. I believe that is a purpose. 

• • • 

[5931] A. As a proposition standing by itself it is true that 
more recent experience is entitled to more consideration 
as a guide to the probable future than is experience remote 
in time. 
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[5966] Q. And there are statements on pages 107 and 125 
which show that not only did the study proceed on the 
theory that the most recent reports of operations and finan¬ 
cial management are given the greatest weight, but that 
the resnlts of your studies confirm the opinion that in¬ 
vestors give the greatest weight to the most recent operat¬ 
ing results and that the results of previous years are given 
progressively less attention as they become more remote. 
Isn’t that so? A. That is as it appears in the report and 
I believe is correct as a general statement. 

Q. What qualifications would you put to it now? A. 
Investors give to the reported results of operations of 
recent years greater attention in considering future pos¬ 
sibilities than they give to the results of operations as 
reported for more remote years. 

We have expressed generally the proposition that the 
future is unknowable, that nevertheless the market price 
reflects the appraisal of the prospect of income in the 
future. 

Therefore, I believe the statement which you quoted 
is valid. I would not so much qualify as to point out that 
it is far from, and did not purport to be, a complete state¬ 
ment of the manner in which past earnings for the more 
recent period is used by investors and by analysts in the 
process of estimating the future. 

[5967] Q. In other words, how they use it quantitatively. 
A. In arriving at specific estimates, yes. 

In that same connection it might be pointed out that 
the appraisals, of which we are now speaking, reflect the 
appraisal of future income and correspond to the capital¬ 
ization rates. We are not speaking of the eamings-price 
ratios, and the conclusion that the results of recent oper¬ 
ations are more significant to the investor in forecasting 
the future in no way invalidates the proposition that a full 
cycle must be considered. 

Q. I was not implying any challenge to that, but the 
fact remains that in your study in this case you gave equal 
weight to 1939 eamings-price ratios, which were included 
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in your cycle, and to the earnings-price ratios of 1945, 
which were included in your cycle, and to the earnings-price 
ratios of all intermediate years in that cycle. Isn’t that so? 

The Witness: May I ask for clarification? 

Mb. Goldberg : Yes. 

The Witness : You are now referring to the- 

By Mr. Goldberg: 

Q. Chart 1 of Exhibit 29? A. Earnings-price ratios 
of Penn Water? 

Q. That is right. A. I did arrive at the conclusion 
on the basis of an average which involved giving equal con¬ 
sideration to each [5968] period within the cycle, with the 
qualification as to the treatment of the Penn Water eam- 
ings-price ratios after September, 1944. 

• • • 

Q. At transcript 516, lines 20 to 24, you testified that 
the replacement cost concept, as you use it, includes the 
assumption that the enterprise is a going concern, but 
[5969] necessary and unavoidable costs are associated with 
achieving the status of a going concern in a position to 
obtain capital on the basis of a hypothetical capitalization. 

What are these * c necessary and unavoidable costs”? 
A. The replacement cost concept is a reflection of the com¬ 
petitive or present cost approach to the problem. Assum¬ 
ing for the purpose that regulation seeks to provide for 
the regulated enterprise two things: First, all the advan¬ 
tages which are associated with the exclusive right to serve 
within a given service area, which are substantial and sig¬ 
nificant advantages. Secondly, that at the same time it 
seeks to avoid monopoly returns. 

It is a cost concept and would limit the returns to those 
which would be realized if the enterprise were in fact com¬ 
petitive and if the competition were effective. 

Now, what is the actual situation as to the functioning 
of competition? A number of enterprises establish them¬ 
selves in a particular line of endeavor. They manufacture 
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tin cans, for illustration. They have as going concerns 
certain advantages over a new enterprise which would come 
in and afford increased and additional competition on the 
basis of improved methods, or whatever other advantage 
may become available to such a possible competitor. 

But to some extent offsetting the economies thus avail¬ 
able which will result in a reduction in the price of the 
[5970] product, everything else being equal, is the fact of 
the costs associated with becoming a going concern. 

I did not place emphasis on those costs. I, however, 
did call attention to the consideration in connection with 
Schedule 10, that is the overall capital cost rate of 4.9 
per cent, defined as a hypothetical replacement cost rate, 
includes no cost of replacing existing capitalization. It 
assumes freedom to obtain capital represented by a par¬ 
ticular capital structure of maximum economy without in¬ 
cluding any costs associated with an existing capital 
structure. 

• • • 

[6002] Q. I would like to direct your attention to a state¬ 
ment appearing on page 23 of the Federal Communications 
Commission’s report on the problem of the rate of return 
and public utility regulation which we referred to this 
morning, page 23 being a part of Chapter II. The state¬ 
ment is as follows: 

“The historical cost of fixed income capital may be 
calculated directly from the corporation’s accounting rec¬ 
ords, and may be expressed as a ratio between the annual 
obligations and the proceeds realized by the company from 
the security issues in question. 

“With respect to common stock capital, a different 
situation exists. When the stock was sold no contractual 
or fixed rate was established. The very essence of the situa¬ 
tion of common stockholders is that they are entitled [6003] 
to the earnings remaining after all other items have been 
deducted and only to such earnings. Common stock is 
necessarily purchased by the investor subject to this quali- 
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fication, and it appears that there can be no assumption of 
fixed rate to be paid throughout the future. Without such 
a rate the historical cost of this class of capital cannot be 
calculated.” 

Do you agree with the statements I have read? A, 
I do generally. 

Q. What qualifications do you make? A. None if it 
is understood that the statement which you read means that 
a historical cost rate cannot be calculated for equity capital 
in the sense that such a historical cost rate can be calculated 
for debt, and preferred stock capital. 

Q. I understand- A. It is true that the return 

expectations and cost of equity capital can be estimated at 
the time of commitment of equity capital 

I am making a distinction between the words 4 4 esti¬ 
mated” and “calculated”. 

Q. You agree that common stock is necessarily pur¬ 
chased by the investor subject to the qualification expressed 
in the statement that the very essence of the situation of 
common stockholders is that they are entitled to the earn¬ 
ings remaining after all other items have been deducted, 
and only [6004] to such earnings? A. That is right. 

Q. And that it appears that there can be no assumption 
of the fixed rate to be paid throughout the future? Au 
That is right. 

Q. Now I would like to direct your attention to this 
statement appearing on page 23 of that same report and 
continuing on to page 24. The statement is as follows: 

4 4 It has been contended by some investigators that a 
historical cost of common stock capital may somehow be 
computed by reference to the dividend rates prevailing at 
the time the stock was sold. This approach assumes that 
the investors purchase the stock on the basis of these divi¬ 
dends, and with the expectation that they would be con¬ 
tinued indefinitely. If dividends are increased it is stated 
that past investors are not entitled to this increase, and 
that the cost of capital attributable to their shares should 
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be figured at a different rate from the cost of capital 
derived from any new shares sold. 

“It appears that this approach ignores the funda¬ 
mental characteristic of common stock as the claimant of 
residual earnings. If common stock did in fact bear fixed 
dividend rates, the historical cost of such capital could be 
computed, but when dealing with stock without such fixed 
costs it appears that the current cost approach must be 
adopted so [6005] far as this class of investment is con¬ 
cerned. 

“This problem of the determination of proper costs in 
respect to common stock capital will be given detailed con¬ 
sideration in subsequent sections of this report.” 

I think we can ignore the last sentence. Ignoring that 
last sentence about detailed consideration do you agree with 
the statement I read? A. I do. 

• • • 

[6006] Q. I refer you to Page 28 of the FCC report. May 
I draw your attention to this statement: “In any event, in 
so far as the return on common stock capital itself is con¬ 
cerned, the current cost approach appears to be the better 
method of measurement. Indeed, as was stated previously, 
this approach seems to be the only logical possible one. 
Furthermore, it appears to be an essential characteristic 
of common stock that returns are variable. Investors who 
primarily want secure, relatively low incomes will turn to 
other classes of securities. Common stock investors are 
those most willing to bear risks, and, as a class, probably 
expect their incomes to vary with changing economic cir¬ 
cumstances. 

“The legal position of common stock as the claimant of 
all residual earnings also tends towards a fluctuating in¬ 
come. And, most important, it is usually possible to vary 
the return on common stock without adversely affecting the 
company’s credit. 

“There might not be serious disagreement that it would 
be desirable for the rates of return on all classes of secu- 
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rities to vary with changing economic conditions, if such 
variations did not adversely affect the company’s credit 
position in the case of securities with fixed income rights.” 

Do you agree with those statements? A. I do with 
the qualification that I would desire to [6007] give more 
consideration to the meaning of the last two sentences 
which appear here. 

I do agree generally with what is stated here, par¬ 
ticularly because the reference is to the return on common 
stock capital and not to the rate of return. 

Q. Were you making a distinction in your last answer 
between return on common and rate of return on common 
or between return on common and rate of return on the rate 
base? A. I am making a distinction between rate of re¬ 
turn on the common stock equity represented in the rate 
base and return on common stock equity. In the case of a 
utility with only common stock equity there is no difference 
as a result of that distinction. 

Q. What is the difference when a company is not en¬ 
tirely capitalized with equity capital? A. There is a 
tremendous difference. The return is the product of the 
rate of return applied to whatever may be the rate base. 

Q. And your rate of return takes into consideration a 
return on the equity capital. Right? A. The overall 
rate of return includes a component which represents rate 
of return on equity capital. The amount of return provided 
for the equity capital is significantly dependent upon the 
rate base to which that rate of return is applied. 

• • • 

[6027] Q. Wouldn’t you say that arithmetic averages are 
of doubtful validity? A. I would say that the validity of 
arithmetic averages [6028] depends upon the nature of the 
data, upon the understanding with which the averages are 
used and upon the purpose for which they are used. I 
agree that often arithmetic averages are used improperly 
and may be of doubtful validity for a specific purpose. 
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Q. Their doubtful validity arises from the fact that the 
average tends to obscure the variations in the individual 
figures from a certain “norm”. Isn’t that so? A. That 
is true. An examination of the average as such does not 
reveal anything that is back of the average or is repre¬ 
sented by it. 

• • • 

[6036] Q. Did you know that the major portion of Penn 
Water’s common stock was issued either as bonus stock or 
in exchange for bonds? A. I believe so. I am not in¬ 
formed as to the exact proposition. 

Q. About 85,000 shares? A. Yes. 

Q. Under such circumstances there would have been 
no underwriters’ discounts and commissions. Isn’t that so? 
A. So far as the issuance of the common stock is concerned? 

Q. Yes. A. That is correct. 

Q. That would indicate that the actual cost to Penn 
Water as financing costs is far less than .75 per cent. Isn’t 
that right? A. So far as cost of equity capital repre¬ 
sented by that block of common stock is concerned. 

Q. Assuming 8.51 per cent is the correct equity capital¬ 
ization, and adding .75 per cent to it, aren’t you actually 
giving the common stockholder more than 8.51 per cent if 
the company had not incurred the cost of .75 per cent for 
financing? 

The Witness: May that question be read, please? 
[6037] Trial Examiner: Yes. 

(Question read.) 

The Witness: The question is not clear to me. The 
8.5 per cent is an estimate of the required yield on equity 
capital on a hypothetical replacement cost basis. The 
9 y± per cent is an estimate of the cost of equity capital on 
the same basis. 

Q. But Penn Water never experienced that .75 per cent 
insofar as the equity capital was concerned that we have 
discussed, so there is no occasion to increase the 8.51 per 
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cent by .75 per cent. Isn't that so? A. It would be 
necessary to recognize and allow for the cost of equity 
financing for the purpose of arriving at an estimate of the 
total cost to an enterprise of such capital. 

[6038] Q. Even though such costs had never been experi¬ 
enced by the company? A. The definition of hypothet¬ 
ical replacement cost specifically excludes recognition of 
and measurement of past cost. 

Q. You have not assumed that Penn Water would re¬ 
deem its bonds and issue equity capital in lieu thereof, 
have you? A. I have not made any assumption as to 
what Penn Water may actually do. 

Q. In determining the cost of the issues of bonds of 
Penn Water, isn’t it a fact that you have carried forward 
as expense of the refunding issue amortized debt discount 
and expense incurred when the refunded issue was first 
plotted? A. That is correct. 

Q. I think you did that with respect to Penn Water’s 
1940 issue of bonds. Right? A. I believe so. 

Q. You know that was not in accordance with the ac¬ 
counting Penn Water carried out for that debt discount 
and expense pursuant to the requirements of the Federal 
Power Commission, do you? A. I do know that. 

• • • 

[6048] Q. What would have been the cost of the bonds of 
Penn Water if you had not carried forward the unamortized 
debt discount and expense which we were discussing at the 
close of yesterday’s proceeding and which unamortized 
costs appear on Schedule 4, page 3 of Schedule 4, of Exhibit 
29? A. They appear on page 3 of Schedule 4 as Item 
49,1 believe. 

Q. Yes. A. I have in pencil on my copy of that ex¬ 
hibit such a computation which shows for the series due 
1964, a cost of 3.21 per cent, and for the series due 1970, a 
cost of 3.13 per cent. 

Q. Yes, we had 3.14. That is close enough. 
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[6049] Q. Would it be fair to say that the average of the 
3.21 and the 3.13 is 3.17? A. I have not determined the 
average. It undoubtedly is within that range of .08. 

Q. Yes, I think you probably recognized that I included 
the word “fair” because I recognize sometimes weighting 
factors are involved, but I didn’t think any weighting fac¬ 
tors here would have any significant effect. Is that right? 
A. I belive you are right. 

• • • 


[6565] DONALD GUNN, 

• • • 

Cross-Examination (Continued). 

By Mr. Hall : 

Q. Are you the same Mr. Gunn who testified in this 
matter previously? A. Yes. 

• • • 

[6566] Q. Are we to understand that you are responsible 
for Exhibits 25, 26 and 27 ? A. I am responsible in the 
sense that I had supervision over the preparation of them, 
yes, sir. 

Q. When you say you had supervision do you mean 
that you are prepared to answer questions with respect 
to the determinations of the matters shown in those ex- 
hibts? A. Yes, to the extent that I can recall them at 
present. [6567] However, I would like to say this: That 
Exhibit 26 has about 125 typewritten pages in it. Exhibit 
27 has nearly 500 pages in it. They were prepared seven 
and eight years ago. My memory of all the details may be 
somewhat limited but I am prepared to go as far as I can. 

Q. Have you reviewed those exhibits in connection with 
this proceeding? A. Yes, sir, I have reviewed them but 
I have not had an opportunity to review them as much as I 
would like to have. 

Q. Is anyone else responsible for a portion of these 
exhibits? A. I am afraid I don’t understand what you 
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mean by “responsible.” Are you using the word in the 
same sense as you did when you asked me if I were respon¬ 
sible? 

Q. Even though someone else or others may have as¬ 
sisted in the preparation of those exhibits, you are taking 
the ultimate responsibility as I understand it? A. Yes, 
with their assistance. 

Q. As of what date did you begin your original cost 
study? 

Mr. Sparks: You are now referring to the items 

“K” to “N” Mr. Hall or to Exhibit 25? 

Mr. Hall: Total original cost study, wherever it 

may be reflected in the exhibits. 

Mr. Sparks: Including the Items “K ” to “N”? 
[6568] Mr. Hall : Yes. 

The Witness: May I have the question now, please? 

(Question read.) 

The Witness: During the latter part of 1937 or the 
early part of 1938. 

By Mr. Hall: 

Q. As of what date was your study completed? A. 
I believe it was completed and filed in either May or June, 
1940. 

Q. How many were assigned to make the original cost 
study? A. The force engaged on that study varied from 
time to time. As I recall it, it ran as high as 30 or 35 men. 

Q. How many of them were accountants? A. Of 
the people who devoted their time exclusively to the original 
cost study there were either three or four accountants. 

Q. Who were they? A. Mr. William H. Eichhom, 
Mr. Frisch—I don’t believe I recall his initials now—Mr. 
Frederick Stupp. Those were the ones who devoted all of 
their time to the study. 
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In addition to them there was Mr. O’Connor, who ad¬ 
vised me on certain phases of it and devoted a part of his 
time. 

Q. Were the four individuals that you have named, 
Eichhorn, Rich, [Frisch] Stupp and O’Connor employees 
of Penn Water? [6569] A. Yes, sir. 

Q. What positions did each one of those individuals 
hold? A. You mean what positions did they hold at the 
time of the study or now? 

Q. That is correct, at the time of the study. A. Mr. 
Eichhorn was simply assigned to work on the original cost 
as my assistant. I don’t remember he had any specific title. 

Q. Was he an officer of the company? A. He was 
made an officer of the company near the completion of the 
study. It may have been after the completion but it was 
about that time. 

Mr. O’Connor was, I believe, Vice President and Secre¬ 
tary of the company at that time. 

Mr. Frisch and Stupp were simply employed by the 
company simply for the original cost study. I don’t recall 
they had any particular title. 

Q. Was their employment terminated upon the com¬ 
pletion of the study? A. Yes. 

Q. Did Pennsylvania Water and Power Company issue 
a work-order providing for the original cost study? A. 
I believe they did, although I am not certain of that. 

Q. My information, Mr. Gunn, is that the work-order 
is [6570] Number M-1711. Does that check with your rec¬ 
ollection? A. Yes, I believe I recall that. 

Q. According to my information, Mr. Gunn, there was 
a total of $229,000 which was incurred pursuant to that 
work-order up to December 31, 1942. Does that check with 
your figures? A. That sounds like about the amount. 

Q. You have referred to accountants who assisted in 
the preparation of your original cost study. Which one of 
those accountants was responsible for the decisions in con¬ 
nection with accounting matters? A. I don’t know just 
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how to answer that for this reason: Mr. Eichhorn gave me 
certain advice on accounting matters, and so from time to 
time did the other accountants. I also looked to Mr. 
O’Connor for my guidance on the treatment of accounting 
problems, and most of them also were discussed with com¬ 
pany counsel. So I can not categorically state, I believe, 
who was generally responsible for the accounting decisions. 

Q. Could you indicate one of the principal accounting 
problems you faced! A. I don’t recall offhand any par¬ 
ticular problem. It was just a multitude of small account¬ 
ing questions which arose and upon which I had the advice 
of the accountants and the advice of the company counsel. 

Q. Don’t you recall some specific problem that required 
[6571] accounting consultation! A. No, I don’t believe 
I do recall any. 

Q. When you completed and submitted your report, 
Exhibit 26, to Mr. Walls was it accompanied by a letter of 
transmittal! 

• • • 

The Witness: It seems to me it was, although I don’t 
seem to have a copy of it in the report. 

By Mb. Hall : 

Q. The copy of Exhibit 26 which I have, Mr. Gunn, 
appears to contain a copy of your letter of transmittal, 
which copy appears to bear your signature and is dated 
August 20,1940. Is that right! A. Yes, sir, that is cor¬ 
rect. 

Q. In your letter of transmittal you state that the re¬ 
port, Exhibit 26, superseded a previous draft of the early 
history of Penn Water. Is that correct! A. Yes, sir, 
that is correct. 

Q. As of what date was the previous draft completed! 
A. I don’t know. The way this Exhibit 26 developed was 
piecemeal over a period of two years, and at all times we 
had parts of a draft from the very beginning, and the 
preparation of the report simply increased. As more facts 
came into our [6572] hands we incorporated them. As I 
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recall it, it was a loose-leaf book affair. It wound up in the 
form you see it here in this exhibit. 

Q. Wasn’t the previous draft you referred to a com¬ 
plete draft? A. Well, for a time prior to the date of this 
letter we had a complete draft. As I recall it, it was very 
badly marked up with numerous revisions and numerous 
adjustments in it. 

Q. Was this previous draft you refer to the first draft 
prepared covering the early history of Penn Water? A. 
As I said, there was no category of drafts. It was simply 
a process of evolution by which this was developed 

Q. Who prepared the various parts comprising the 
total of the previous draft? A. I prepared some. Mr. 
Eichorn [Eichhorn] prepared some. Mr. Chase prepared 
some of them. We all worked on them together at various 
times. 

Q. Will you specify what parts each one of the in¬ 
dividuals you named were responsible for? A. I don’t 
think either one of the individuals I named had total re¬ 
sponsibility for any part of it. 

Q. Didn’t they have total responsibility except for your 
overall supervision? A. If that can be called total re¬ 
sponsibility I suppose [6573] they did. However, I did, 
myself, devote a considerable part of my time to the de¬ 
velopment of the history of the McCall Ferry project, and 
the three of us worked on the thing together and simul¬ 
taneously. In the end, when we had the draft of the story 
in substantially complete form, we took it to company coun¬ 
sel and went over it with company counsel. 

Q. What was the purpose of taking it to company 
counsel? A. To advise company counsel as to what the 
story was so they could in turn give us legal advice on the 
filing of the original cost claim. 

Q. Who is the counsel you refer to? A. Simpson, 
Thacher and Bartlett; Snyder, Hull, Leiby and Metzger; 
Mr. Dozier A. Devane, who was formerly General Solicitor 
for the Federal Power Commission. I understand he is now 
a Federal Judge. 
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Mr. Goldberg : In Florida. 

The Witness: There was also Mr. Hambright, of Lan¬ 
caster, who was one of company counsel who advised with 
us. 

By Mr. Hat.t. : 

Q. Did the criticisms and comments you received from 
company counsel cause the rewriting of the previous draft 
into the form embraced in Exhibit 26? A. No, I don’t 
think so. As I recall it, the draft we had when we discussed 
it with company counsel was already so badly marked up 
and mutilated it was necessary to rewrite it [6574] for that 
reason as a result of my own corrections. 

Q. What matters covered by the present draft incor¬ 
porated in Exhibit 26 were not covered in the initial draft? 
A. Well, some of the things that weren’t covered was the 
information obtained from various people who had been 
connected with McCall Ferry Power Company, that is the 
subject matter of the affidavits of Fisk, Hutchinson, Lee, 
and the other people who had been connected with the 
original development. 

• • • 

[6575] Q. Do you consider, and were Exhibits 26 and 27, 
prepared as support for Items “K” to “N”? A. Yes, 
I think they could be so described. 

Mr. King : Excuse me, Mr. Hall. I think the record 
ought to show, and I believe you will agree with this, 
that both Exhibits 26 and 27 were furnished to the 
Commission staff. 

Mr. Hall : I think there is a statement somewhere 
in the record to that effect. 

When were they furnished to the staff? 

[6576] The Witness: Within the first month or six weeks, 
I would say, after the Commission staff came to the com¬ 
pany’s office for the purpose of preparing for the Commis¬ 
sion’s presentation of the Safe Harbor rate case. I think 
that was somewhat over two years ago. 



702 


Donald Gunn, Cross 


By Mb. Hall: 

Q. Can you fix the date of that occasion? A. Only 
in my memory. I just recall they had been there some 
weeks before they asked for it. As I recall it, Mr. Dunn 
requested them. He came to me and said he was ready to 
start on his accounting preparation of the Pennsylvania 
Water and Power Company case and asked me what in¬ 
formation I had. I gave him Exhibits 26 and 27. 

Q. Are you sure you gave the Commission accountants 
Exhibit 27 along with Exhibit 26 at the same time, or did 
the Commission staff have to ask for Exhibit 27? A. It 
was not my intention they should have to ask for it. I don’t 
recall. 

• • • 

By Mb. Hall: 

Q. Mr. Gunn, why were you selected to prepare the 
report represented by Exhibit 26? A. I don’t know. 
[6577] Q. When were you initially employed by Penn 
Water? A. I don’t recall that. I was employed by Safe 
Harbor in October, 1930, and from the time of my employ¬ 
ment with Safe Harbor I performed certain duties for Penn 
Water. I believe in the middle thirties, probably 1934 to 
1936, the company began the practice of allocating part of 
my salary to Penn Water. I don’t know which one of those 
events would determine any first employment in the sense 
you ask the question but those are the facts. 

Q. In what capacity were you initially employed by 
Safe Harbor? A. To assist in the construction of the 
Safe Harbor project. I was in charge of the field-work. 

Q. What positions have you held subsequent to the 
date you have mentioned with Penn Water and Safe 
Harbor? A. I have been assistant chief engineer of both 
companies and I am now chief engineer of Penn Water and 
assistant advisory engineer of Safe Harbor Water Power 
Corporation. 

Q. As of the date you began your original cost in¬ 
vestigation, how many officers, directors and employees did 




Donald Chinn, Cross 703 

Penn Water have who had been with the company since 
1910? 

[6578] The Witness: May I have the question? 

(Question read.) 

The Witness: I don’t know. That conld be deter¬ 
mined. 

Mr. Hall: You know some. 

The Witness: Yes, some, but not all that category. 

By Mb. Hall: 

Q. Will you state the ones you do recall? A. Mr. 
Walls, Mr. Rintoul, Mr. Allner, and I believe Mr. O’Connor. 
Those men were among the officers. Of course, Mr. Aldred 
had been there from the beginning, and there were un¬ 
doubtedly some other members of the board of directors 
who had been, although I don’t recall offhand who they 
were. 

My difficulty is I don’t recall who were on the board 
of directors in 1936. Among the employees there are sev¬ 
eral old employees. I don’t know offhand who they all are. 

Q. Were any of the six individuals you have named 
connected with the Holtwood project while McCall Ferry 
Power Company was carrying on the activities in connec¬ 
tion therewith? A. None of them so far as I know. I 
think I can say none of them were. I am certain of that. 

Q. Do you know whether or not the employees were 
canvassed to determine their early connection with McCall 
Ferry and Penn Water? 

Mr. King: May we have a little better limitation 
on that [6579] question? Canvassed when? 

Mr. Hall: When the original cost study was un¬ 
dertaken. 

The Witness: I made an effort to determine what em¬ 
ployees there were available either then employed by Penn 
Water or otherwise from whom I might be able to get in- 
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formation about the early history. I recall that I attempted 
to locate the records of Mr. Ehle, who had been connected 
with the McCall Ferry Company. I believe I also contacted 
a Mr. C. H. Anderson who had been a general foreman on 
the McCall construction. There were one or two other 
people I believe I succeeded in locating when I was making 
an effort to get at the technical facts relating to the his¬ 
tory of McCall Ferry Power Company. 

By Mb. Hall : 

Q. Can you state why it was that one of the older em¬ 
ployees or officers was not selected to prepare Exhibit 26? 
A. No, I cannot. 

Q. Or the original cost studies? A. No, sir, I can¬ 
not. 

Q. Wouldn’t their personal knowledge of the early 
events place them in a better position than you to prepare 
the reports ? A. I don’t think so, because I had the bene¬ 
fit not only of their knowledge of it but all the people who 
I could [6580] find who had been connected with the McCall 
Ferry Power Company. 

Q. I believe you testified you first became connected 
with Penn Water between 1930 and 1936. Is that right? 
A. Yes. 

Q. Accordingly you have no personal knowledge of the 
early history of Penn Water? A. That is right. 

Q. But other individuals did have personal knowledge 
of the early history of Penn Water. Isn’t that so? A. 
Yes, I imagine so. I imagine they also had something else 
to do besides making original cost studies. 

Q. That was true of you, too, wasn’t it Mr. Gunn? 
A. I don’t know. I couldn’t be too sure of that. Work was 
rather scarce at that time. 

Q. Is that why you were selected, Mr. Gunn? A. 
I don’t know what was in the minds of the people who 
selected me. 

Q. Because of your lack of personal knowledge, is it 
not fair to say that the statements which you have made 
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in Exhibit 26 are not based on personal knowledge but are 
predicated upon conclusions which you reached as a result 
of your study? A. Yes, sir, that is correct to say. I 
have no personal knowledge whatever of McCall Ferry’s 
construction nor, indeed, [6581] with any of the events in 
the history of Holtwood Company prior to 1930. 

Q. Were all of the essential facts relating to the early 
history of Penn Water available to you? A. I don’t 
believe I quite understand that. I don’t know just how to 
answer that. If all of the facts that are included in Exhibit 
27 and Exhibit 26 and three or four filing cases full of rec¬ 
ords in Baltimore which the staff has had access to in the 
last two years were available to me. If there are any more 
facts available there then they were not available to me. 

Q. Is it not a fact that in the preparation of Exhibit 
26 in many instances you had necessarily to draw upon 
suppositions and conjectures? Isn’t that so, Mr. Gunn? 
A. Yes. The reason you will find those suppositions—and 
I believe they are all indicated in Exhibit 26—is because of 
cases where we didn’t have proof which looked positive to 
me. I didn’t want to indicate we had proof if we didn’t 
have it. 

Q. I believe you have indicated that the report, Exhibit 
26, was prepared by others under your general supervision. 
Is that right? A. That is not quite right. I also worked 
on the preparation myself as well as supervised that and 
other phases of the original cost study. 

[6582] Q. Except for that modification my statement is 
correct? A. Yes, sir, that is correct. 

Q. Before you set Exhibit 26 up in final form, I believe 
you have indicated that you had a tentative draft? A. 
I had a draft which was an evolution. I started off with an 
explanation of how I came upon the facts in Exhibit 27: A 
part of the facts in Exhibit 27 I found in the company’s 
records early in my study of original cost. I then prepared 
a first draft, or the beginning of Exhibit 26 based upon 
those facts. Many of the facts in Exhibit 27 came from 
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sources outside of our company—from the records of 
others and from the exhibits supplied by people who had 
been connected, the affidavits supplied by people who had 
been connected with McCall Ferry Power Company. As 
more and more information came into my hands I con¬ 
tinually revised what is now Exhibit 26, until it gradually 
evolved into the form you now see it. 

• • • 

By Mb. Hall : 

Q. To whom did you submit your tentative draft for 
[6583] review and comment other than the attorneys you 
have referred to, Mr. Gunn? A. At various stages of 
the preparation of Exhibit 26 I submitted it to different 
people. I believe I submitted it to Mr. O’Connor, I believe 
also Mr. Higgins- 

Q. Of Lee, Higginson & Company? A. No, of Penn¬ 
sylvania Water and Power Company. I discussed it with 
Mr. Walls. I don’t recall whether I actually submitted him 
a copy of the draft or not, but I discussed it frequently with 
him, reports on which I did not have complete information 
all during the preparation of Exhibit 26. 

Q. You submitted this tentative draft to individuals 
outside of Penn Water’s organization, didn’t you, Mr. 
Gunn? A. Well, except the company counsel. Other¬ 
wise, no. 

Q. Didn’t you submit a portion of your tentative draft 
of Exhibit 26 to Mr. Fisk? A. Yes, a portion of it, but 
not the whole. I submitted a portion of Exhibit 26 to Fisk, 
Hutchinson, and Hopkins, I believe, as I recall it. In other 
words, I submitted a portion of it which was applicable to 
their phase, to the phase of the history to which they were 
concerned, to all of those people of whom I asked for state¬ 
ments. 

Q. Why were you interested in having others review 
and comment upon your tentative draft? A. To verify 
it against their memories as to its [6584] accuracy. 
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Q. Did the comments cause any revisions to be made? 
A. Oh, yes. They made it possible for me to put the facts 
together so that they appeared to make a consistent story. 
For example, without the information given me by Fisk 
and Hutchinson it would have been probably impossible for 
me to put the whole story together, because at that stage 
there was vital information missing and I couldn’t seem to 
find the complete pattern into which all of the facts I then 
had could fit. 

Q. When you got the information you have just re¬ 
ferred to you still didn’t have all of the essential informa¬ 
tion, and for that reason you had to draw upon suppositions 
and so forth? A. I believe I had all the important in¬ 
formation. I had to fill in certain more or less minor points 
from supposition and conjecture. I think that is correct. 

Q. Are those revisions that you have referred to re¬ 
flected in the present Exhibit 26? A. Yes, sir, the pres¬ 
ent Exhibit 26 is final. 

Q. Would you state specifically what suggested revi¬ 
sions were made by those who reviewed the tentative draft 
but were not incorporated in Exhibit 26? A. I don’t re¬ 
call there were any, if I understand your question cor¬ 
rectly. May I have it again, please ? 

[6585] (Question read.) 

The Witness: I don’t recall there were any. 

By Mb. Hall : 

Q. I take it from what you have said that you believed 
that those who reviewed your tentative draft had historical 
data which you had not examined prior to the submission 
of a portion of the tentative draft to them. A. Yes, I 
thought perhaps they did have. That is the reason I went 
to them for their assistance. 

• * • 

[6586] By Mb. Hall: 

Q. In the first paragraph of your letter of transmittal 
to Mr. Walls, Penn Water’s president, you state that it was 
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upon the basis of the facts contained in this report, Exhibit 
26, that the company’s claim for parts of its original cost 
was predicated. Isn’t that so? A. Yes, sir. 

Q. Will yon detail the parts of Penn Water’s claim 
which are predicated upon the statements contained in Ex¬ 
hibit 26 ? 

• • • 

[6587] The Witness: No, I cannot give you the details of 
them. The only thing I can say that Exhibits 26 and 27 
were prepared for the purpose of supporting the company’s 
original cost claim in any and every respect they might 
serve for that purpose. I can’t go through and undertake 
to pick out each and every item that might be in some way 
supported by Exhibit 26 and Exhibit 27. I think the whole 
cost claim is in some way supported by it. 

By Me. Hall: 

Q. You certainly wouldn’t have any trouble indicating 
the major items of claim contained in Exhibit 26? 

Mb. King : May I inquire, Mr. Hall, what you mean 
by “major”? 

Mb. Hall : Any substantial item. 

Mb. King: Dollarwise? 

[6588] Mb. Hall : Yes. 

The Witness: I would say interest during construction 
is one item that is supported by Exhibit 26 and Exhibit 27. 
The acquisition cost of early lands and water power rights 
is another, the compensation paid to various people who 
assisted in the early development of the project prior to 
the formation of the McCall Ferry Power Company. It 
seems to me those are the major items. 

By Mb. Hall : 

Q. Wouldn’t you also include in the major items the 
cash value of the stock of the McCall Ferry Power Com¬ 
pany and Penn Water, that is so-called cash value? A. 
Yes, I would include the cash value of that stock given for 
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services. That is what I had reference to when I mentioned 
compensation of those who had rendered services, that com¬ 
pensation being largely in the cash value of this stock. 

Q. In the second paragraph of your transmittal letter 
you state that you made a thorough investigation of the 
early history of Penn Water and its predecessors. Is that 
right? A. Yes, sir, it is as thorough as Exhibit 26 is. 

Q. You also state, do you not, that you believe all of 
the available sources of information were examined which 
you thought would reveal early historical facts? [6589] 
A. Yes, sir. 

Q. You further state in the letter of transmittal: 

“We believe that all of the available sources which 
could be expected to reveal early historical facts have been 
carefully examined.’’ Is that correct? A. Yes, sir. 

Q. Did any individuals other than those you have 
named assist you in the preparation of Exhibit 26? 

Mb. Spabks: You mean during the cross-examina¬ 
tion, Mr. Hall? 

Mb. Hall: This morning. 

The Witness : Including everybody in the company and 
out of the company? 

By Mb. Hall: 

Q. Yes. A. I don’t know. I may have gotten odd 
bits of information contained in Exhibits 26 and 27 from 
other people. I think I have named the people who sup¬ 
plied most of it. 

Q. For instance? A. Maybe I haven’t, either. 
Some of the information in Exhibit 27 was obtained from 
Coudert Bros., Hutchinson’s lawyers. 

Q. During the course of your investigation, did you 
find any documentary or other evidence in conflict with the 
statements which you have made in Exhibit 26? [6590] 

A. No, sir, except to the extent it is contained in Exhibit 26. 
I make that reservation because of the data that is given in 
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Exhibit 26 on stock value. If you want to call some of that 
contradictory, perhaps some of it is. 

• • • 

[6596] Q. And did you go through the same process in ar¬ 
riving at other conclusions reached in your report! By that 
I mean the same process you went through in arriving at 
the date of October 1,1911, weighing evidence and rejecting 
evidence? A. What process do you refer to? 

Q. Weighing evidence and rejecting evidence in part. 
A. I am not aware of having weighed any evidence and re¬ 
jecting it. I didn’t consider the annual reports you referred 
to as evidence of the date of commercial operation. 

Q. Do you mean that you didn’t find any evidence 
which was in contravention of the conclusions that you 
reached in Exhibit 26? A. No, I can’t quite answer that 
question simply. I found a considerable volume of evidence 
which had to be considered in arriving at the date of Octo¬ 
ber 1,1911. The [6597] evidence was not all of exactly the 
same sort. However, it seemed to me an impartial weigh¬ 
ing of it all indicated October 1, 1911, was the proper date 
of commercial operation. 

Now, to the extent that all of the evidence I had was 
not identical it might be said to have been somewhat in 
contradiction. 

Q. What you are saying is that even though you had 
considerable evidence available to you, you did not discuss 
or refer to all the evidence in your report, Exhibit 26? 
A. No, that is not what I am saying. 

Q. What are you saying? A. I am saying this—per¬ 
haps I am wrong. 

Mb. Spabks: Do you want the question again, Mr. 

Gunn? 

The Witness: Yes, I want the question. I had better 
have it read. 

(Question read.) 
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The Witness: The answer to that is “Yes.” I obvi¬ 
ously couldn’t put all the evidence in that small report. 

By Mb. Hall : 

Q. In other words, you weighed the evidence in your 
mind without discussing it in your report? A. Yes, we 
have a very great volume of evidence in the company’s 
records which couldn’t possibly be incorporated in Exhibit 
26. For example, we have the operating log sheets of the 
power plants. We have a vast volume of operating records, 
[6598] all of which have a very vital bearing on the deter¬ 
mination of the date of commercial operation and couldn’t 
possibly be incorporated in Exhibit 26. All of the evidence, 
however, has been available to the Commission staff for the 
last two years. 

Q. Mr. Gunn, generally what documentary and other 
evidence did you examine in connection with the prepara¬ 
tion of your report? I am talking now only about the evi¬ 
dence in the files of Penn Water. 

Mb. King: By “report” you mean Exhibit 26? 

Mb. Hat.t, : Yes, I mean Exhibit 26. 

• • • 

The Witness: I examined all of the evidence I could 
find in the files. That included operating records, construc¬ 
tion diaries kept by McCall Ferry Power Company, the 
books of accounts, the documents and facts relating to the 
bankruptcy in McCall Ferry Power Company, those relat¬ 
ing to the reorganization of the company, and the early log 
sheets, operating log sheets, of the company, as well as all 
of the general correspondence files. 

By Mb. Hall: 

Q. Did you examine any documentary evidence not in 
Penn Water’s possession? A. Yes. 

[6599] Would you specify the other documentary evidence? 
A. I examined documentary evidence which was obtained 
from the files of Coudert Bros., that was obtained from the 
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files of Lee, Higginson, and I believe I also obtained some 
from the files of Simpson, Thacher & Bartlett. 

Q. Would you identify the law firm last mentioned? 
A. They were the counsel who were brought into the Mc¬ 
Call Ferry Project when Fisk’s firm took control of the 
project. They were Fisk’s lawyers that he generally used 
in connection with his promotion, as I understand it. 

Q. What documentary evidence are you relying on 
when you say the Fisk Company took control of the Mc¬ 
Call Ferry project? A. On Hutchinson’s statement that 
they took control and also Fisk’s statement that they took 
control, and I believe the general impression that I obtained 
from Mr. George C. Lee, of Lee, Higginson, that they took 
control. 

Q. Did you examine the files of Bertron, Storrs & Gris- 
com? A. I obtained information from their files. It is 
included as an item in Exhibit 27. It is information relating 
to the price at which they carried the securities of McCall 
Ferry Power Company. I think it is Part 23. 

• • • 

[6600] Q. Doesn’t Mr. Adams state in his letter of May 27, 
1938, that “We are not able to be of great assistance to 
you in this matter, as several months ago we had all of our 
correspondence files prior to 1914 destroyed to reduce 
storage space.”? A. Yes, it does state that. 

Q. What files did they have, then? A. They had 
some stock ledger, I believe, in which they had recorded 
the value of these securities. 

Q. They didn’t have any correspondence file, did they? 
A. No. 

Q. The Mr. Adams I referred to is Secretary and 
Treasurer of Bertron, Griscom & Company. Is that right? 
A. That is right. 

Q. Is that firm a successor to Bertron, Storrs & Gris¬ 
com? A. Yes, sir. 

Q. Did you attempt to secure any information from 
Mr. H. F. Dimock? A. I attempted to locate any papers 
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that were left by his estate. As I recall it, I believe Mr. 
Dimock was dead at the time I was making the original cost 
study. 

Q. Did you locate any papers? A. No, I did not I 
understood any records relating [6601] to McCall Ferry 
Power Company long-since had been destroyed. 

Q. Did you attempt to secure any information from W. 
B. Parsons? A. No, I don’t recall I did. I didn’t expect 
Parsons would have any information particularly pertinent 
that I couldn’t get otherwise. For example, Parsons would 
have been an outright duplication of Hutchinson. 

Q. At least you thought that. A. Yes. 

Q. But you didn’t know that to be a fact? A. He 
was a consulting engineer and so was Hutchinson. I would 
expect they would both have the same information available 
to them, except Hutchinson would have more. 

Q. Parsons prepared a more extensive report relating 
to the proposed Holtwood development? A. Yes, sir, 
and I had his report. 

Q. That report is incorporated as Part 3 of Exhibit 27 ? 
A. Yes, sir. 

Q. Is Mr. Parsons still alive? A. I believe he is 
dead. 

Q. Was he alive when you were making your original 
cost study? A. I really don’t know. In any event I 
made no attempt to contact him. 

Q. Did you attempt to secure any information from 
Mr. [6602] C. A. Coffin? A. I believe I did. As I recall 
it, Mr. Coffin was dead. 

Q. You say he was dead? A. As I recall it he was, 

yes. 

Q. Who did you contact to get permission to examine 
his files? A. I think I inquired of General Electric Com¬ 
pany if they still had his files. 

Q. What was Mr. Coffin’s connection with General Elec¬ 
tric? A. I believe he was president. 
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Q. During the construction of the Holtwood project? 
A. During construction of the Holtwood project, yes. 

Q. Did General Electric have any files relating to the 
construction and early history of the Holtwood project? 
A. No, not that I recall. 

Q. So the files of General Electric were of no as¬ 
sistance to you? A. No, that is right. 

• • • 

[6603] Q. Are you an accountant, Mr. Gunn? A. No, 
sir. 

Q. Have you ever studied accounting? A. No, sir. 

Q. What if any accounting experience have you had? 
A. I don’t think I have ever had any experience as an ac¬ 
countant. I have had some experience on the segregation 
of expenditures between operating expenses and capital. If 
you call that accounting I have had that much accounting 
experience. I never have laid any claim to that distinction, 
to the distinction of being an accountant. 

Q. This experience you have referred to is in connec¬ 
tion with single entry accounting or double entry account¬ 
ing? A. I don’t know. It didn’t seem to me to make 
any difference. 

Q. You are an engineer by profession, however? A. 
Yes, sir, I try to be. 

Q. So that in preparing your studies on original cost 
you brought to it your engineering knowledge, is that right, 
and not accounting training and experience? A. Yes, I 
think that is correct, except that I had the assistance of 
several capable accountants in the preparation of this, as I 
have already explained. 

[6604] Q. Do you mean the four individuals that you previ¬ 
ously referred to—Eichhorn, O’Connor, Rich, and Stupp? 
A. Yes, I referred to those. I believe I should make a cor¬ 
rection there. In referring to Rich, I think the man’s 
name I had in mind was Frisch instead of Rich. 

Q. F-r-i-s-c-h? A. Yes. 
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By Mr. Hall : 

Q. What accounting problems did Mr. Eichhom assist 
you with ? A. As a matter of fact, the biggest accounting 
problem I believe was the preparation of the accounting 
control statement which was used in the reconciliation of 
the book cost with the physical inventory of the property. 

Q. That assistance rendered by Mr. Eichhorn involved 
no accounting conclusions included in your results. Is that 
so? [6605] A. May I have that question, please? 

(Question read.) 

The Witness: I wouldn’t say that is correct at all. It 
seems to me it did. Certainly he had to come to some ac¬ 
counting conclusions to prepare these control statements. 

By Mr. Hall : 

Q. What conclusions do you refer to now? A. Con¬ 
clusions necessary to prepare the statements. 

Q. What are they? A. Whatever conclusions an ac¬ 
countant must arrive at in order to prepare such a state¬ 
ment. 

Q. Can you state what Mr. Eichhorn did involved 
reaching accounting conclusions ? A. As I understand an 
accounting conclusion it did. 

• • • 

[6606] Q. Did Mr. Eichhorn make any accounting contribu¬ 
tions to acquisition cost during the early period? A. I 
don’t believe I understand what you mean by “acquisition 
costs during the early period.” To what do you refer to? 

Q. Lands, rights of way, and water power rights. A. 
He made a contribution to the extent he assisted me in the 
preparation of Exhibit 26, and that deals with acquisition 
costs. 

[6607] Q. What assistance did Mr. Eichhorn give you on 
the cash value of the securities ? 

Mb. King: What securities, Mr. Hall? 
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Mr. Hall: Of McCall Ferry Power Company and 

Penn Water. 

The Witness: His assistance on that problem was lim¬ 
ited to his participation in assisting me in the preparation 
of Exhibit 26 and Exhibit 27. 

By Mr. Hall: 

Q. What parts of those exhibits? A. The whole of 
those exhibits. 

Q. With respect to what accounting principles did you 
consult Mr. Eichhorn? A. I don’t have any recollection 
of any particular consultation. Any time I needed account¬ 
ing advice I went generally to Mr. Eichhorn. On some prob¬ 
lems I perhaps also consulted Mr. O’Connor. 

Q. Do you recall any specific instances in which you 
consulted with him? A. No, I don’t know. 

Q. What accounting contributions did the other ac¬ 
counting individuals make to your original cost study? 
A. Their contribution was primarily the analysis of the 
company’s books to derive the details of the costs as re¬ 
corded there. Those other accountants worked under the 
supervision of Mr. D. L. Wetzel. 

[6608] Q. Those were figures and not conclusions, is that 
right? A. Yes. 

Q. Is Mr. Wetzel an accountant? A. No, sir. He 
has had considerable cost-keeping experience. 

Q. Did he render any assistance to you? A. Oh, yes, 
a very considerable amount. 

Q. Of an accounting nature? A. I don’t believe I 
understand what you mean by rendering assistance of an 
accounting nature. 

Q. Did he arrive at any accounting conclusions which 
assisted you in your determinations? A. That doesn’t 
help me very much. I can tell you what he did. I don’t 
know whether that would be- 

Q. I think that would clarify it. What did he do? 
A. He had working under his supervision a group of people 
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that I believe run as high as 18 or 20 whose duty it was to 
first make a physical inventory, and then make an analysis 
of the company’s cost records, and then reconcile the anal¬ 
ysis of the cost records with the inventory of the company’s 
property. 

If that involved accounting conclusions or assistance, 
then he rendered it. If it didn’t, he didn’t. 

Q. You are familiar with Electric Plant Accounts In¬ 
struction [6609] 3-D, are you? Will you refer to Page 39 
of the instructions to Electric Plant accounts? A. Yes, 
sir, I am familiar with that. 

Q. Did any accountant determine the meaning of this 
construction of Section 3-D? A. I wouldn’t say they 
finally determined it. 

Q. Who finally determined it? A. I would say it 
was a joint determination between myself and the account¬ 
ants and the company’s counsel. 

Q. How did the accountants interpret Instruction 3-D ? 
A. The same way that the company has treated it. 

Q. You mean they were all in agreement? A. Yes, 
I think we were all in agreement. 

Q. What was the conclusion reached by all of you as 
to that instruction? A. When the consideration for 
property is other than cash the value of such consideration 
shall be determined on a cash basis. 

Q. What did you determine: the value of the property 
or the value of the securities? A. We were uncertain on 
that as to which one we should determine. I thought per¬ 
haps maybe we ought to determine both. 

Q. What does Instruction 3-D require ? A. There is 
also uncertainty about that. 

Q. Then there was not any unanimity of opinion there? 
[6610] A. It was a unanimity of lack of it, then. Let us 
put it that way. 

Q. How did you finally conclude Instruction 3-D had to 
be construed? A. That it had to be construed we had to 
estimate the value of the securities which were given in 
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exchange for services, and in doing that it was necessary in 
some cases to estimate the value of the services as a meas¬ 
ure of the value of the securities. 

[6611] Q. Do you interpret instruction 3-D to mean that 
you are to determine the cash value of the securities by 
determining the value of the property or service? 

The Witness: May I have that question, please? 

(Question read.) 

By Mr. Hall: 

Q. That is services which are rendered? A. No, I 
wouldn’t necessarily interpret it that way. However, in 
the case of McCall Ferry Power Company, where the secu¬ 
rities were never traded on the market, there obviously was 
no other way to value the securities except on the basis of 
the things for which they were exchanged. 

• • • 

Q. What you did then, Mr. Gunn, was to determine the 
[6612] value of the services rendered and attribute that 
value to the securities. In other words, the value of the 
services were deemed to be the cash value of the stock 
issued for the services? A. Generally speaking I think 
that is true. Of course there were other elements which 
entered into it but generally speaking I think that is a true 
statement. 

Q. You assumed there was an equivalence between the 
two. Is that right? A. Yes, where it was based directly 
on that basis. For instance, in the case of Lee, Higginson 
service I assumed there was an equivalence between the 
services and the value of the stock given at the time it was 
exchanged. 

• • • 

[6615] Q. Where is the cash value of the securities of the 
McCall Ferry Power Company and Pennsylvania Water 
and Power Company which you claim, recorded on the 
books? 
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The Witness: May I have the question, please? 

(Question read). 

The Witness: I don’t think I made any such claim as 
that, but an amount sufficient to cover the value of the secu¬ 
rities of McCall Ferry Power Company is most certainly 
included in the opening entry of Pennsylvania Water and 
Power Company. 

• • • 

[6620] Q. To whom do you have reference when you say 
“Hutchinson interests”? A. To Hutchinson and his 
father-in-law, Mr. Dimock. 

• • • 

Q. Were those the only individuals included in the 
group which you referred to as the Hutchinson interests? 
A. So far as I know. That was a term we used to [6621] 
designate Hutchinson himself, and Dimock, both of whom 
we knew were a part of the group, and also, if you will 
notice, Hutchinson in his statement which he gave us in 
connection with the development of the history of the 
McCall Ferry was not very definite as to who had rendered 
him financial assistance and for that reason I couldn’t be 
more definite. 

If you wanted to broaden the term I think you could 
say that Beyer and Willson, and at one time I think Bogart, 
was associated with Hutchinson. 

Q. How about W. B. Parsons? A. I believe I was 
mistaken in mentioning Bogart. I believe I had in mind 
Mr. George S. Morison who was a consulting engineer. 
I understand he was at one time associated with Hutchinson 
in the development of the river. Before the organization of 
McCall Ferry Company, Morison had died and I believe 
Hutchinson had bought his interest. 

Q. Would you include C. A. Coffin as a member of the 
Hutchinson group? A. No, I didn’t have in mind Coffin 
as a member. 
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Q. In other words, the persons you have named were 
associated with Cary T. Hutchinson for the purpose of de¬ 
veloping a hydroelectric project on the Susquehanna 
River? A. That is my understanding of it. 

Q. Was H. F. Dimock, Hutchinson’s father-in-law? 
A. Yes, sir. 

[6622] Q. What positions had Hutchinson held, or what 
activities had he engaged in, with the York Furnace part¬ 
nership? A. Cary T. Hutchinson had been retained to 
supply advice to the partners on the possibility of using 
electricity in connection with the reduction of iron ore in 
the vicinity of York Furnace. 

• • • 

[6625] Q. What was the York Furnace Power Company? 
A. The York Furnace Power Company? 

Q. Was it a partnership? A. Yes, sir, it was a part¬ 
nership. 

Q. Who were the members of the partnership? A. 
Beyer and Willson, a man by the name of Shoff, and two 
others formed the co-partnership. I don’t know who the 
T6626] two others were. 

Q. Holman and Franklin? A. I really don’t know. 
But those two names sound familiar. 

Q. I show you this document. A. Yes; that is cor¬ 
rect, John W. Holman. 

Q. The document which I just showed you to refresh 
your recollection, Mr. Gunn, was an agreement dated Febru¬ 
ary 21, 1902, between the members of the partnership and 
Carv T. Hutchinson. Is that right? A. Yes, sir. 

Q. Had you ever seen this document before? A. I 
don’t recall. I looked at a vast number of documents. I 
may have or I may have not. I assume that I did. 

Q. Is it a fact that Holman, Shoff and Franklin 
dropped out of the partnership leaving Beyer and Willson 
as the sole partners? 

The Witness: May I have the question, please? 
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(Question read). 

The Witness: It is my understanding Beyer and 
Willson wound np with the partnership as the sole members. 

• • • 

[6628] Q. What was York Furnace Power Company’s con¬ 
nection with Hutchinson? A. I think it varied from time 
to time. His first connection, as I recall it, was when York 
Furnace Power Company employed Hutchinson as an engi¬ 
neer and consultant in connection with the reduction of 
iron ore in the locality of York Furnace through the use 
of electricity. Then, as I understand it later, after Beyer 
and Willson had taken over the interest of the other par¬ 
ties in the York Furnace partnership, Hutchinson bought 
from them an option to buy York Furnace property, and 
then subsequent to that it is my understanding that at least 
Beyer—I don’t recall what became of Willson—became 
counsel for Hutchinson on local land matters, and in effect 
Hutchinson’s agent in the securing of further water power 
rights necessary to the Hutchinson development at McCall 
Ferry. 

[6629] I believe after the formation of McCall Ferry Power 
Company, Beyer was local counsel for McCall Ferry Power 
Company. 

Q. Didn’t Willson also carry on activities for Cary T. 
Hutchinson, such as acquisition of property, and so forth? 

Trial Examiner: Can you answer the question 

without looking something up? 

The Witness: I don’t recall offhand. I was just look¬ 
ing at Exhibit 26 to refresh my memory. 

It appears Willson did continue his interest in McCall 
Ferry Power Company, as shown on page 40 of Exhibit 26. 

By Mr. Hall: 

Q. It is a fact, is it not, that York Furnace Power 
Company had acquired properties along the Susquehanna 
River for the purpose of developing a hydroelectric project 
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in connection with its business or proposed business? A. 
Yes, sir. 

Q. Will you turn to the map at the back of Exhibit 26 
which purports to show land acquisitions by three groups, 
the first of which is listed as Hutchinson properties, the 
second as McGaw properties, and the third, McCall Ferry 
Power Company acquisitions? A. Yes, sir, I have that 
before me. 

Q. The buff-colored portions include lands owned at 
one [6630] time by York Furnace Power Company. Is that 
right? A. Yes, sir, the holdings of York Furnace Power 
Company are included in that buff-colored section, although 
the buff-colored sections are not limited to the holdings of 
York Furnace Power Company. 

• • • 


[6640] By Mb. Hall: 

Q. I believe you have indicated Mr. Beyer acted in 
Hutchinson’s behalf in purchasing the land along the Sus¬ 
quehanna River for the Holtwood development? A. Yes, 
I believe he did. 

Q. Did he not also act in the same capacity for Mc¬ 
Call Ferry Power Company after its organization? [6641] 
A. Yes, I believe so. I think he was also counsel for Mc¬ 
Call Ferry Power Company. 

Q. Is it a fair statement to say that as a result of 
Beyer’s business activities in connection with York Fur¬ 
nace Power Company and its acquisition of lands for power 
development that he was familiar with property acquisi¬ 
tions along the river and power properties? A. Will 
you read that one, please? 

(Question read.) 

The Witness: Yes, I think that is a fair assumption. 
By Mb. Hall : 

Q. As a result of his knowledge, don’t you think it also 
fair to say he was acquainted with the value of such prop- 
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erties and with the prices that were being paid therefor? 
A. I will have to have that read back. 

(Question read.) 

Mr. King: Who is “he”? 

Mr. Hall: Mr. Beyer. 

The Witness: He was unquestionably familiar with 
the prices he was paying for the property. I don’t know 
whether his knowledge would extend to the other parts of 
your question or not. 

By Mr. Hall : 

Q. He was also familiar with the value of such prop¬ 
erties, wasn’t he? [6642] A. I really don’t know whether 
or not he was. 

Q. It is reasonable to assume he was. Isn’t that so? 
A. I don’t know. 

Q. He was actively engaged in the acquisition of prop¬ 
erties along the river, wasn’t he? A. After he began 
to represent McCall Ferry Power Company he was buying 
them under Hutchinson’s supervision. Which one had the 
knowledge as to the value of the property I don’t know. 
Beyer was a lawyer and Hutchinson was an engineer. 
Hutchinson was the man who had knowledge of the use to 
which the properties would be put. 

Q. What do you mean when you say Beyer was ac¬ 
quiring land under Hutchinson’s supervision? A. I 
thought after Hutchinson took the option on the York Fur¬ 
nace, to buy the York Furnace properties from Beyer, 
whatever Beyer was doing after that it was as Hutchinson’s 
agent. 

Q. Beyer acquired certain properties for the York Fur¬ 
nace Power Company. Is that right? A. You mean 
prior to the time he gave the option to Hutchinson? 

Q. Yes. A. That was not a conspicuously success¬ 
ful enterprise. 

Q. He was fully aware of the prices and values and so 
forth in so far as acquisition of lands was concerned. Isn’t 
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[6643] that so? A. He was aware of the prices he paid. 
I don’t know whether or not he was aware of anything else. 

Q. Don’t you think it reasonable to assume that Beyer, 
when he paid for the land which he acquired, was aware of 
the values of those lands? A. Are you referring in that 
question to when he was buying them for York Furnace 
Power Company or for Hutchinson? 

Q. Both. A. No, I don’t know whether or not he 
was aware of the value. 

Q. He was acquiring some of the properties in contem¬ 
plation of constructing a hydroelectric project for his part¬ 
nership, York Furnace Power Company, wasn’t he? A. 
Yes, sir. As I said it was not a conspicuously successful 
enterprise. 

Q. Had York Furnace Power Company constructed 
projects? A. No. 

Q. Then what was not a successful enterprise? A. 
The acquisitions of water power rights for the purpose of 
building what York Furnace contemplated as a project. 

Q. Why do you say that, Mr. Gunn? A. Because it 
was not built. 

Q. Do you know why it wasn’t built? A. No, I really 
don’t. There were several factors [6644] which might have 
contributed to it. In the first place the advice Hutchinson 
gave Beyer and Willson concerning the reduction of iron 
ore as I recall was that it was not a feasible proposition. 
The next thing I know Beyer and Willson had sold an option 
to Hutchinson to buy the properties. Now, that is about all 
I know about it. 

• • • 

[6645] Q. Mr. Gunn, I show you a photostatic copy of a 
document which in the first two paragraphs reads “This 
agreement made this 21st day of February, 1902, between 
John W. Holman and Frederick Shoff, George B. Willson 
and William F. Beyer, all of the county of Lancaster and 
state of Pennsylvania, parties of the first part, and Dr. 
Cary T. Hutchinson of the city of New York, party of the 
second part, witnesseth:” 
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Do you recognize this document? A. Yes, sir. I 
believe I have seen it before. It seems to be Hutchinson’s 
first option on the property. 

Q. That is my understanding of this document, Mr. 
Gunn. Doesn’t it refer on the first page to Hutchinson’s 
proposed development? A. Yes, sir, but that is not the 
question you just asked me. 

• • • 

Q. If, according to this document which is Hutchinson’s 
original option on the York Furnace Power Company prop¬ 
erties, that is the portion covered by his original option, 
that the land [6646] is being acquired for the purpose of 
damming the river, then Beyer and Willson knew that he 
was acquiring the property covered by this option for the 
purpose of the Holtwood dam. Isn’t that so? A. Well, 
they certainly knew that he was buying the property for the 
purpose of the hydroelectric development. Whether they 
knew the scope of the project Hutchinson had in mind for 
McCall Ferry Power Company at the McCall site is ex¬ 
tremely doubtful because Hutchinson himself didn’t know. 
I think that is obvious. As a matter of fact, if you recall 
from the history of McCall Ferry Power Company they 
financed for a dam to elevation 155 and they renegotiated 
an arrangement with Pennsylvania Railroad and raised the 
elevation to 185, and then the railroad negotiation fell 
through and they reduced it back to 165. So it was not 
until 1907 that anybody knew the scope of the project that 
was going to be built at McCall Ferry site. 

• • • 

[6647] Q. Who were the incorporators of the Hillside 
Water and Power Company? A. Jacob Hill Byrne, W. 
F. Jack, George B. Willson, Walter M. Franklin, and W. F. 
Beyer. They were the nominal incorporators, I guess you 
would call them. At least they were the first ones. 

Q. They were the dummy incorporators, in other 
words ? A. I think that is probably what you would call 
them. 
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Q. Were they also the incorporators of Susquehanna 
Water and Power Company? A. Yes, sir. 

Q. In forming Hillside and Susquehanna were the in¬ 
corporators acting in their own behalf or in behalf of 
Hutchinson? [6648] A. I would say they were acting in 
behalf of Hutchinson. 

Q. Who were the incorporators of McCall Ferry Power 
Company? A. May I have the question? 

(Question read.) 

The Witness: The dummy incorporators, if we may 
call it that, were the same five individuals. 

By Mb. Hall: 

Q. In whose behalf were they acting at the time they 
formed the McCall Ferry Power Company? A. I think 
they were acting in behalf of the Hutchinson interest and 
the bankers. 

Q. What was the capitalization of McCall Ferry at the 
outset? A. One thousand dollars. 

Q. Ten shares? A. Ten shares of $100 each. 

Q. Was McCall Ferry Power Company incorporated 
on April 14,1905 ? A. That is a rather difficult question* 
The merger of the Hillside Water and Power Company and 
the Susquehanna Water and Power Company was executed 
on April 1, 1905, and the formal documents issued by the 
Secretary of State of Pennsylvania, I believe, were dated 
April 14. I don’t know which one of those actually effects 
the incorporation. 

[6649] Q. Who held the ten original shares, Mr. Gunn? 
A. The incorporators, as I understand it. 

Q. Who received the ten shares from the incorpo¬ 
rators? A. Who received them when? You mean ulti¬ 
mately? 

Q. When the incorporators disposed of the ten shares, 
who got them? A. They ultimately went four shares to 
Hutchinson and six to Harvey Fisk and Sons. 

Q. When you say that they ultimately went to Hutchin¬ 
son and Fisk, were divided between them, when did that 


Donald Gunn, Cross 727 

occur! A. I suppose it occurred on June 13, 1905, or 
thereabouts. 

Q. What makes you say that! A. Well, that was 
the date in which all of the agreements affecting the dis¬ 
position of the stock and the transfer of the lands took 
place, and I assume, therefore, that these shares of stock 
probably were transferred at that time. 

Q. I show you a copy of a letter dated June 22, 1905, 
written by Lorenzo Semple to Cary T. Hutchinson, Esq., 
No. 60 Wall Street, Manhattan, New York. This copy was 
copied from a copy contained in Susquehanna Contracting 
Company’s file number 30. 

Mb. King: May we see it before you submit it to 

the witness, please! 

Mb. Hall: Yes. 

[6650] Mb. King : Thank you. 

By Mb. Hail : 

Q. Have you seen that letter before today, Mr. Gunn! 
A. I presume I have, or at least had the information con¬ 
tained in it. 

Q. When I said the letter was contained in file number 
30 of Susquehanna Contracting Company, I believe you will 
agree that the files of Susquehanna Contracting Company 
are now in the possession of Penn Water! A. Yes, that 
is right. 

Q. According to the second paragraph of that letter, 
Mr. Semple states as follows: “I also send you receipt for 
$155,500, signed by Beyer, Willson and the Lancaster Trust 
Company and Franklin and Marshall College. Also Cer¬ 
tificates Nos. 1, 2, 3, 4 and 5, each for two shares of the 
capital stock of the McCall Ferry Power Company endorsed 
in blank. These represent the $1,000 in capital stock which 
you have received from Beyer and Willson.” 

It is so stated in that letter! A. Yes, sir, the letter 
so states. 
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Q. According to this letter, then, the ten shares of 
stock, that is the incorporators’ shares, were delivered to 
Hutchinson on June 22,1905? A. I don’t know you could 
necessarily draw that conclusion for this reason. Lorenzo 
Semple was Hutchinson’s [6651] lawyer. It is true that 
Semple transmitted the shares to Hutchinson on June 22. 
Now, when they may have come into Lorenzo Semple’s 
hands I don’t know from this letter. It evidently was be¬ 
fore June 22. 

Q. But according to this letter Semple was delivering 
the incorporators’ shares to Hutchinson on June 22, 1905. 
Isn’t that right? A. Yes, sir, the letter so states. 

[6652] Q. You don’t have any information to indicate to 
the contrary, do you? A. To the contrary of the prop¬ 
osition that Lorenzo Semple sent the stock to Hutchinson 
on the 22nd? 

Q. Yes. A. No, sir, I do not. 

Q. Will you identify Lorenzo Semple for the record? 
A. Yes, sir. I already did. He was Hutchinson’s counsel. 

Q. Were the incorporators also the directors of the 
McCall Ferry Power Company? A. Yes, sir, they were 
apparently incorporators, directors and stockholders. 

Q. Was Beyer president and Willson secretary and 
treasurer of the McCall Ferry Power Company? A. Yes, 
sir. 

Q. They were the only officers that the company had at 
the outset? A. Yes, sir, in this stage of the dummy in¬ 
corporation. 

Q. Did Hillside and Susquehanna own any property or 
have any assets? A. Not that I recall other than what¬ 
ever they may have acquired with the proceeds of their 
$ 1 , 000 . 

Q. Were those.two companies active companies? A. 
No, sir, I don’t think they were. 

[6653] Q. I believe you have indicated Hutchinson carried 
on property acquisitions and investigations in his own 
name with Beyer and Willson’s assistance? A. Yes. 
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Q. You state, Mr. Gunn, in Exhi bit 26 at pages 6 and 
7, that Hutchinson formed a partnership with one George 
S. Morison, a consulting engineer, to investigate the pos¬ 
sibilities of generating and selling power. Do you have a 
copy of the partnership arrangement? A. No. If it 
isn’t in Exhibit 27 I don’t have it. 

Q. As of what date was the partnership formed? A. 
I don’t have that fact. The only thing I know of that part¬ 
nership is what is included in Hutchinson’s affidavit. 

Q. You don’t know the terms of the partnership ar¬ 
rangement? A. No, sir. 

• • • 

[6654] Q. How did you determine that a partnership ex¬ 
isted? A. Hutchinson stated to me that such a partner¬ 
ship existed, and it is also stated in Hutchinson’s affidavit 
which is Item No. 1 in Exhibit 27. 

Q. Does that affidavit constitute your sole basis for 
your knowledge of the arrangement between Morison and 
Hutchinson? A. It constitutes, as I recall, my sole 
knowledge it was a partnership arrangement. It doesn’t 
constitute my sole knowledge they were associated on the 
river. It constitutes my only knowledge as to the character 
of the association, as I recall it. 

• • • 

[6655] By Me. Hall : 

Q. How does this partnership arrangement enter into 
the complete history that you referred to? A. It is a 
fact. 

Q. Why did you leave out the details? A. Because 
I didn’t think the details were pertinent in the first place, 
and I doubt if I could have gotten them in the second place. 

Q. How do you know that you couldn’t have gotten 
them, Mr. Gunn? A. I don’t know I couldn’t have gotten 
them. I just said I doubt if I could get them. Hutchinson 
told me that practically all of his personal records long ago 
had been destroyed in connection with the McCall Ferry 
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project, and he was relying only on his memory. I didn’t 
expect him to remember those details for forty years. 

Q. According to the last three lines in paragraph No. 1 
[6656] of Exhibit 27 it is stated that Hutchinson “Reviewed 
and examined pertinent data and records, including the 
pertinent records and data of McCall Ferry Power Com¬ 
pany and thoroughly refreshed his mind and memory in 
connection therewith.” 

What documents were used to refresh Hutchinson’s 
mind and memory as to his partnership arrangement with 
Morison? A. Several of the documents included in Ex¬ 
hibit 27, and all of them were included in the participation 
which I said was made available to Hutchinson, which is 
in the company’s files, and which are available to the Com¬ 
mission Staff. 

Q. Will you refer to Exhibit 27 and indicate the parts 
thereof that you used to refresh Hutchinson’s recollections 
as to the partnership arrangement? A. I can’t remem¬ 
ber offhand which ones we supplied to him. They are, 
however, in the company’s files. 

Q. Are any of them in Exhibit 27? A. I am sure 
they are, but I don’t recall which ones. Of these participa¬ 
tions there were five or six made up, and they all had dif¬ 
ferent numbers and different exhibits which were included 
now as items in Exhibit 27. I can’t recall offhand precisely 
which exhibits were included in each one of the participa¬ 
tions supplied to the people who gave us their recollection 
on this problem. 

• • • 

[6659] Q. Have you found any evidence of the partnership? 
A. I don’t recall that I have. I didn’t know there was a 
partnership between Hutchinson and Morison until Hutch¬ 
inson told me there was. 

Q. If that is the case, Mr. Gunn, there are no records 
that you could have shown Mr. Hutchinson that could have 
served to refresh his recollection. Isn’t that so? [6660] 
A. On that part? 
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Q. Yes. A. Yes, that is true, there are no records I 
could have shown him. 

Q. Or about anything else relating to the partnership? 
A. No. As I told you before, I didn’t know there was a 
partnership until Hutchinson told me. As I recall, there 
certainly was nothing I gave him to refresh his recollection 
on that. 

Q. Did Hutchinson tell you that in his initial confer¬ 
ence with you? A. I don’t recall in which conference he 
told me. He told me in one of the early conferences, yes. 

Q. How many conferences did you have with him? 
A. Seems to me like four, five or six. 

Q. Can you fix the date of the earliest conference with 
Hutchinson? A. I don’t have anything before me to fix 
it. I can refer to the company’s records and fix it. 

Q. Did you make notes and keep notes as to your con¬ 
ferences? A. What kinds of notes? 

Q. As to what took place in the conferences? A. No. 

Q. Did you keep any records of the subject matter of 
[6661] your conferences? A. No, sir. As I said before, 
Exhibit 26 was in the state of evolution, and as information 
came to me it was incorporated in Exhibit 26. 

Q. Didn’t you write that information down for the 
purpose of incorporating it into Exhibit 26? A. Well, 
it was written down and became a part of Exhibit 26. 

Q. Are you saying that it became a part of Exhibit 26 
only after the affidavit was prepared? A. No, I think it 
became a part of Exhibit 26, or certain parts of it did, as 
Hutchinson gave them to me. 

Q. You wrote Exhibit 26, in other words, and then 
prepared the affidavit? A. At the time the affidavit was 
prepared Exhibit 26 certainly was in the process of evolu¬ 
tion, as I described to you this morning how it was pre¬ 
pared. 

Q. Then the affidavit in effect represented the evolu¬ 
tion that you are talking about? A. No, I wouldn’t say 
that. 
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The affidavit was prepared by Hutchinson’s counsel 
and represented Hutchinson’s recollection based upon all 
of the information I had given to Hutchinson. Now, he 
had during various conferences before the affidavit was 
prepared given me most of the information that ultimately 
went into his [6662] affidavit. 

This information about the Morison partnership, as I 
recall it, was given to me in one of the early conferences. 

Q. Did Hutchinson have any personal files not in the 
possession of Penn Water which covered the period from 
1900 through 1910? A. He told me he did not. 

Q. Then he relied solely on what you gave him plus his 
recollection. Is that right? A. I think that is probably 
true. That is my understanding of it. 

Q. Did Hutchinson draw upon your deductions and 
analysis of the basic records that you supplied to him to 
refresh his recollection? 

Mr. King: May we have that question? 

(Question read.) 

The Witness: To refresh his recollection when? 

By Mr. Hall: 

Q. When you conferred with him? A. Well, I don’t 
know. There was perfectly free discussion which took place 
between Doctor Hutchinson and myself, and there were the 
documents before us. I told him all I knew about them. 
I don’t know what he drew on and what he didn’t. 

Q. Did you give him any information which was not 
[6663] contained in the documents which you had in your 
possession at that time? 

The Witness: May I have that question, please? 

(Question read.) 

The Witness : Obviously not. 

If I didn’t have the information from the documents I 
didn’t have any information and obviously couldn’t give 
him any information. 
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By Mb. Haljl.: 

Q. In Exhibit 26 at page 12, Mr. Gunn, you state that 
Hutchinson retained Morison as a consulting engineer after 
the end of the partnership until Morison’s death in 1903. 

Whom did Hutchinson retain as consulting engineer 
at that time? 

Mb. King: What time? 

The Witness: 1903? 

By Mb. Hall: 

Q. Yes. A. After Morison’s death? 

Q. Yes. A. I don’t know whether or not he retained 
anybody. Sometime between there and June 13, 1905, he 
evidently retained William Barclay Parsons. 

Q. You don’t know the exact date he retained Parsons? 
A. No, I do not. 

[6664] T btal Examiner: You said June. 

The Witness : I mean January, 1905; January 13,1905. 
By Mb. Hail: 

Q. Parsons was associated with Hutchinson in his pro¬ 
posed power project. Isn’t that so? A. I don’t know 
what you mean by “associated.” 

Q. He was engaged by Hutchinson to make engineering 
studies and so forth? A. Yes. 

Q. And the report he prepared is embraced in part 3 
of Exhibit 27. Is that right? A. Yes, sir, as I recall it 
is in there. 

• • • 

[6672] Q. Mr. Gunn, is it correct to say that the Holtwood 

project was conceived by Cary T. Hutchinson, electrical 
engineer, about the year 1901? 

• • • 

[6673] A. Yes. It appears that Hutchinson first became 

interested in development of hydroelectric power on the 
Susquehanna River in 1901 or 1902. However, the difficulty 
I was having was this: I don’t think that when he first 
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became interested in the river that he had in mind the pre¬ 
cise location or the scope of the project that was ultimately 
bnilt at the McCall site. 

Q. What I mean to say is that he conceived the de¬ 
sirability and the possibility of a project in the general 
area that the Holtwood project now is located? A. Yes. 

Q. About the year 1901? A. Yes, I think that is 
about right. 

Q. Did the Hutchinson group carry on their activities 
in competition with two other major interests known as 
Harlow-McGaw and Welch interest? A. Yes. 

Q. Did Hutchinson, to protect his position at Holt- 
wood, acquire property below the site of the proposed dam? 
A. Yes, sir. 

Q. Were such acquisitions intended to interfere with 
and delay execution of the Harlow-McGaw and Welch 
plants? A. Yes, I think that was their general purpose. 

Q. The Welch holdings I believe were located in the 
general vicinity of the present Conowingo project. Is that 
[6674] right? A. In that general vicinity, yes. 

Q. Did the Welch holdings overlap the Harlow-McGaw 
properties to any extent? A. Well, Harlow-McGaw 
properties, I think it would be more proper to say, over¬ 
lapped the Welch properties and McGaw properties, both, 
particularly Harlow-McGaw’s ownership of the Welch- 

Q. The Welch holdings on the lower Susquehanna par¬ 
tially overlapped the Harlow-McGaw properties. The Har¬ 
low-McGaw properties extended upstream into the territory 
involved not only in the present Holtwood development but 
even beyond that development into the present area of the 
Safe Harbor development? A. Yes, that is true. Har¬ 
low-McGaw properties, of course, also extended downstream 
through the Welch properties. 

Q. Yes, that is my understanding. As I understand it, 
Welch and Harlow-McGaw were opposing interests for land 
and water rights, but not Welch and Hutchinson. A. 
That is my understanding of it. 
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Q. Were all three groups competitors for power mar¬ 
kets and financing! A. Yes, I think they were. 

Q. Did the overlapping of the separately-controlled 
properties, together with the aspirations of the opposing 
groups, present a stumbling block for the financing of any 
of [6675] the contemplated projects prior to Hutchinson’s 
option obtained from Harlow-McGaw! 

• • • 

A. Yes, I think the overlapping did constitute a 
stumbling block. 

Q. However, Hutchinson did finally enter into a com¬ 
promise agreement with Harlow-McGaw on April 14, 1903, 
which removed Harlow-McGaw’s opposition to the Holt- 
wood development? A. That is correct. 

Q. That option agreement was never carried out? 
A. No, it was not carried out because Fisk ultimately 
bought the whole of the Harlow-McGaw holdings. 

Q. But notwithstanding the fact that it was never car¬ 
ried out, the option agreement did break the previously- 
existing deadlock and permit Hutchinson to go forward 
with the development? A. Yes, sir. 

Q. Did Harlow-McGaw in April, 1905, make the final 
[6676] attempt to bring the entire river area under one 
management by suggesting a plan to Harvey Fisk and Sons 
for the consolidation of all interests on the Susquehanna 
River ? A. As I recall it that is correct. They first sug¬ 
gested, I believe, a proposal for overall development of the 
river, and then later, when Harvey Fisk and Sons didn’t 
accept that they proposed to sell the properties to Harvey 
Fisk. The thing that confuses me is the fact there was 
a man by the name of Pullen also trying to accomplish the 
same thing. 

Q. Just prior to Harlow-McGaw’s suggestion to the 
Fisk firm did Charles D. Pullen obtain an option on the 
Harlow-McGaw properties in an effort to combine the con¬ 
flicting interests? A. Well, it was quite a little time 
prior to that. As I recall it, Pullen first obtained an option 
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on the Harlow-McGaw properties and on the Welch prop¬ 
erties, and attempted also to obtain an option on the 
Hntchinson properties. 

Q. Pullen’s option was subject, among other things, to 
Hutchinson’s unexpired option. Isn’t that right? A, 
Yes, I think it was. It was also subject to his obtaining 
an option from Hutchinson to combine Hutchinson’s prop¬ 
erties with the other at first. Then it was later modified 
so that it related to Harlow-McGaw and Welch, I believe. 

Q. Was McCall Ferry unwilling to pool its interests 
as suggested by Harlow-McGaw, and did they insist on 
carrying [6677] out Hutchinson’s option? A. Yes, as I 
understand it they insisted on carrying out Hutchinson’s 
option. 

Q. Was that controversy settled on April 27, 1905 by 
the execution of two contracts for the acquisition by McCall 
Ferry interests of all rights, properties, and other assets 
owned by Harlow-McGaw? A. Yes, sir. 

Q. And the considerations stated in those two contracts 
I believe were $200,000 in cash, $250,000 principal amount 
of McCall Ferry bonds, and $100,000 par value of McCall 
Ferry common stock? A. Yes, that was the considera¬ 
tion stated in the agreement to purchase Harlow and Mc- 
Gaw’s property. But there was also another transaction 
that took place at that time. 

Q. I think I will come to that transaction. If I don’t, 
Mr. Gunn, remind me. A. Yes, sir. 

Q. Was one of the contracts for the acquisition of the 
Harlow-McGaw properties subject to Pullen’s option? 
A. Yes, sir, it is my understanding it was. 

Q. Pullen had obtained that option from Harlow- 
McGaw? A. Yes, sir. 

Q. Was this option purchased for $10,000 in cash and 
$15,000 par value on the common stock? [6678] A. Yes, 
sir, that was the purchase price. 

Q. The option held by Hutchinson which was not ex¬ 
ercised covered only a portion of the Harlow-McGaw prop- 
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erties. Is that right? A. Yes, sir. Those portions that 
would interfere with the Holtwood project. 

Q. But the two contracts obtained on April 27, 1905, 
were for the total properties of Harlow-McGaw, right? 
A. Yes, from their total holdings on the river. 

Maybe it would be important to note that the option 
McCall Ferry had with Harlow and McGaw provided for 
more than just the release or the withdrawal of Harlow’s 
objections to the Holtwood development. It provided for 
a right of way for a proposed Harlow Railroad and the 
construction of locks in the Holtwood dam, and navigation 

facilities above the reservoir, above the Holtwood reservoir. 

• • • 

[6679] Q. When was the capitalization of McCall Ferry 
Power Company increased from the original 10 shares to 
50,000 shares of common and 50,000 shares of preferred? 
A. That authorization for the increase in capitalization of 
McCall Ferry Power Company appears to have taken place 
on June 13, 1905. 

Q. Were both the common and preferred stock of Mc¬ 
Call Ferry Power Company voting stock? A. As I re¬ 
call it they were. I think I can check it if you wish. 

Q. Will you do that? A. Yes, they were both voting 
stock. 

Q. Prior to the incorporation of McCall Ferry Power 
Company, had Hutchinson made any effort to finance the 
hydroelectric project? A. Yes, I think he had. Prior 
to that date the underwriting undertaken on March 1 had 
been tried and failed. 

Q. In other words, in February of 1905, Hutchinson 
did attempt to finance the project? A. Yes, and it 
failed. 

Q. Was that Hutchinson’s first attempt to finance 
[6680] a project as well as the first attempt of anyone asso¬ 
ciated with him in the proposed project? A. It seems 
to me that there had been a previous attempt, but I don’t 
have in mind the facts. I think I could verify that if you 
wish. 
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Q. Will you do that, please? A. I don’t have be¬ 
fore me the facts with which to verify that. My recollec¬ 
tion is that prior to 1905 some consideration had been 
given to financing the Hutchinson project, but that it was 
not nearly on the extensive scale that the March 1 attempt 
was. 

Q. What happened in February of 1905 insofar as 
Hutchinson’s effort to finance the project is concerned? 
A. It failed. 

Q. What did they accomplish in February of 1905 in¬ 
sofar as the financing of the project is concerned? A. 
They obtained subscriptions, as I recall, for something like 
half of the bonds. 

Q. What financing houses did Hutchinson approach 
with reference to financing the project in February of 
1905? A. As I understand it, the financing house was 
Bertron, Storrs and Griscom, and Bertron, Storrs and 
Griscom was working in cooperation with Lee, Higginson 
& Company. 

Q. Was a syndicate formed in February of 1905 for 
the purpose of financing the project? [6681] A. Yes, 
sir. 

Q. Was that the first time Bertron, Storrs & Griscom 
had been approached with respect to the financing of the 
McCall Ferry project? A. That is the first record I 
know of, the first indication I have found that they were 
approached. 

Q. What was the proposition that the Hutchinson 
group presented to Bertron, Storrs & Griscom? A. 
Well, as I understand it it was in principal that the bankers 
would obtain the necessary underwriting in raising the 
funds to construct the project. About eight million dollars 
of bonds would be issued and about four million dollars of 
preferred stock would be issued, and about four million 
dollars of common stock. 

I believe the preferred stock was to be issued in com¬ 
bination with the bonds and the common stock was to be 
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divided equally between Hutchinson and his associates and 
the bankers. 

Q. Do you mean that the preferred stock was to ac¬ 
company the bonds as a bonus? A. Yes, it would ac¬ 
company the bonds in a combination. 

Q. As a bonus? A. Call it whatever you please. 
They were going with the bonds. The shares of preferred 
stock were going to be issued with the bonds in combination. 
[6682] Q. Was the understanding between the Hutchinson 
group and the other syndicate members reduced to writing? 
I am speaking now of the original syndicate. 

Trial Examiner : Which was that? February 

1905? 

Mr. Hall : Yes. 

The Witness : The financing plan was reduced to writ¬ 
ing, I believe, to this extent: That the amount of each 
different class of security to be issued, I believe, was stated. 
By Mr. Hall: 

Q. Are you saying now that it was reduced to the ex¬ 
tent reflected in part 5 of Exhibit 27 ? A. Yes, sir. 

Q. Which is the prospectus and underwriting agree¬ 
ment dated March 1, 1905? A. Yes, sir, it was to that 
that I referred. 

Q. Mr. Gunn, I refer you to page 17 of Exhibit 26, 
paragraph No. 2. Do you not there state that the “ Sub¬ 
scribers to the bonds would receive a bonus of 50 per cent 
in preferred stock”? A. I believe that is the language 
which was used in the underwriting agreement. 

Q. There is no question about it. The preferred stock 
did accompany the bonds as a bonus. Is that right? A. 
It accompanied the bonds, period. 

The Dimock, Bertron and Barney underwriting agree¬ 
ment [6683] called it a bonus, as I recall. 

Q. Will you point out where in part 5 of Exhibit 27 
the preferred stock is referred to as a bonus? A. Do you 
want me to examine it thoroughly now? 
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The Witness: Mr. Hall, if you refer to page 48 of 
Exhibit 27, the fourth paragraph and the fourth line, you 
will find it there called a bonus. 

By Mb. Hall: 

Q. You don’t disagree with that description, do you, 
Mr. Gunn? A. If it has no abnormal connotations, I do 
not. 

Q. What do you mean by “abnormal connotations”? 
A, In the sense it is to be used as an epithet to discredit 
the financing. 

Q. What does “Bonus” mean to you, Mr. Gunn, as 
used on page 48 of Exhibit 27 ? A. It simply means to 
me that the bonds and the stock were given in exchange 
for the amount of money that was to be raised. 

Q. How much cash was to be received for the bonds, 
Mr. [6684] Gunn? A. For the bonds and the stock, $900. 
Q. Just for the bonds? A. I don’t know. 

Q. What financial experience have you had, Mr. Gunn? 
A. Practically none, except my own personal financing, and 

I haven’t been very successful. 

• • • 

[6685] By Mb. Hall: 

Q. Have you investigated the mode followed in 1905 
in connection with financing hydroelectric projects? 

The Witness: May I have the question, please? 
(Question read.) 

The Witness : I have a general knowledge of it only. 
By Mb. Hall: 

Q. Don’t you know it to be a fact that in those days 
it was a practice to issue bonds with a sweetener in the 
form of stock? A. I know only that it was the practice, 
as I understand it, to issue combinations of bonds and 
stocks for a certain amount of money. You can call it a 
sweetener or a bonus or anything else you want to. That 
is all I know about it. 
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[6692] Q. As I understand it, part 5 of Exhibit 27 shows 
the arrangement between the syndicate and the subscribers 
but it does not disclose the arrangement or agreement 
among the syndicate members themselves? A. I believe 
that is correct. 

Q. I believe you have indicated in your tescimony that 
you were unable to locate any agreement setting forth the 
arrangement between the syndicate members themselves? 
A. That is correct. 

Q. Then, as I understand it, you do not know what 
arrangements were agreed upon between the syndicate 
members themselves? A. Well, I know from Mr. Hutch¬ 
inson’s affidavit. 

Q. If you eliminate that affidavit you have no basis for 
stating what the arrangement was between the syndicate 
members themselves? A. That is correct, I believe—if 
you eliminate that then I wouldn’t know. 

Q. Do you know what business Dimock, Hutchinson’s 
father-in-law, was engaged in in the four or five years 
covering the period from 1902 until 1905? A. As I recall 
it, I believe he was connected with [6693] some steamship 
company, although I don’t know just how. I have very 
little knowledge at all of his activities. 

[6694] Q. Do you know whether Mr. Dimock had been ac¬ 
quainted with Bertron, Storrs & Griscom, or any member 
of that firm, before the syndicate was formed in February, 
1905? A. No, I don’t know. I assume he must have 
been acquainted with them for some time before the forma¬ 
tion of the syndicate. 

Q. What was the nature and extent of the prior asso¬ 
ciation of Dimock and members of the firm of Bertron, 
Storrs & Griscom? A. I have no idea. 

• t# 

[6696] By Me. Hall : 

Q. You have indicated previously that you did not find 
the agreement between the syndicate members themselves. 
A. Well, when I answered that question I was under the 
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impression that you were referring to Dimock, Bertron and 
Barney. 

Q. Why did you think I was referring to those individ¬ 
uals? 

Trial Examiner : Take Page 14 of your Exhibit 26 
where you said “Pursuant to this understanding Ber¬ 
tron formed the syndicate.” 

What was the syndicate ? 

Mr. Hall: That was my question, Mr. Examiner. 

The Witness: I don’t know, other than Bertron, in 
cooperation with Lee, Higginson, obtained underwriting to 
about $4,000,000 worth of bonds. 

Trial Examiner: Yes, but what did you under¬ 
stand was the basis of that statement when you made 
it! 

The Witness: I had reference to Item 5 in Exhibit 27. 

Trial Examiner : What in Item 5 tells you that 
Bertron formed the syndicate? 

The Witness: Item 5, and what Hutchinson said in his 
affidavit, namely, that he took, either he or Dimock, took his 
water rights to Bertron to assist in financing to raise 
enough money to construct the project. 

[6697] Trial Examiner: Where is that? 

Mr. King: Item 4, Mr. Examiner, Page 5 of Ex¬ 
hibit 27. 

Trial Examiner: Page 5 of Exhibit 27? 

The Witness: Yes, sir, Item 4 at the bottom of that 
page. 

Trial Examiner: All right. Is that all you know 
about that as far as the syndicate is concerned? 

Mr. Goldberg: Let’s get the reference straight 
here. The difficulty with the references to Exhibit 27 
is that there are two sets of numbers on the pages. 

The Witness : Three sets on this page. 
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Mr. Goldberg: There is a numbering system for 
Exhibit 27 which runs from “one” straight to the end. 
I think it would be better if we all used those numbers. 

Trial Examiner: It is Page 5 of those numbers. 

• Is that all you know about the formation of that 
syndicate? 

The Witness: Well, I know what is stated in Item 5 of 
Exhibit 27, and I know that the syndicate, headed by Ber- 
tron and managed by these three individuals we have dis¬ 
cussed, did obtain subscriptions to about $4,000,000 worth 
of bonds. 

Trial Examiner: Read that, please. 

(Witness’ statement read.) 

Trial Examiner : Do you know anything about the 
character of the syndicate itself? 

The Witness: No. 

Trial Examiner: Or the composition of the syn¬ 
dicate, who [6698] composed it? 

The Witness: No, I don’t know anything more about 
it than is revealed by Exhibit 26 and Exhibit 27, and per¬ 
haps some collateral information we have in our files which 
has been available to the Commission staff. That is all I 
know about it. 

Trial Examiner: Does that collateral information 
indicate anything more about the formation of the 
syndicate? 

The Witness: I don’t believe it would. 

• • • 

[6700] Q. Mr. Gunn, you have referred to Charles T. Bar¬ 
ney, I believe, as being one of the managers under the agree¬ 
ment which is part 5 of Exhibit 27. Is that right? A. 
Yes, sir. 
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Q. Will you identify Mr. Barney for the record? A. 
Yes, sir. He was President of the Knickerbocker Trust 
Company of New York. 

Q. When did he first become associated in any manner 
with McCall Perry Power Company? A. I don’t know. 

• • • 

[6701] Q. You also referred to Mr. C. A. Coffin as a man¬ 
ager under the agreement which is part 5 of Exhibit 27. 
Will you identify Mr. Coffin? A. Mr. Coffin? I don’t 
think I referred to him. 

Q. I am wrong about that. Will you identify Mr. 
Coffin [6702] for the record? A. Yes, sir. I understand 
at that time he was President of General Electric Company. 

Q. What part did Mr. Coffin play in the original syn¬ 
dicate? A. May I have the question, please? 

(Question read.) 

The Witness: I don’t know what part he played in the 
Dimock, Bertron and Barney attempt, but either in that 
attempt or in the one headed by Fisk, Mr. Coffin obtained 
subscriptions for some bonds, I believe. 

By Mb. Hall: 

Q. When did Mr. Coffin first become associated with the 
project? 

• • • 

The Witness: I can’t state precisely when Mr. Coffin 
was first associated with it, but if you will refer to Page 60 
of Exhibit 27 near the middle of the page in a letter written 
by Gardiner M. Lane to Mr. Robert Fleming, in London, 
England, on the first page of the letter dated March 10 
there is the following statement: “Some time ago Mr. 
Coffin, [6703] President of General Electric Company, 
brought the McCall Ferry Power to our attention.” 

By Mr. Hall : 

Q. According to the statement made by Mr. Lee as 
shown at the bottom of Page 66 of Exhibit 27, that “some 
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time ago” would be about 1903, is that correct? A. Yes, 
sir, that statement would indicate it was about 1903. 

Q. At whose request or sponsorship did Mr. Coffin be¬ 
come associated with the McCall Ferry project? A. I 
don’t know. 

Q. What was Mr. Coffin’s interest in the initial syndi¬ 
cate? A. I don’t know. 

• • • 

[6704] Q. Can you state that it was a fact that Hutchinson 
secured funds for his project activities from individuals 
other than Mr. Dimock? A. I can state it no more than 
what Hutchinson says in his affidavit. I have no personal 
knowledge of it. 

• • • 

[6705] Q. Was Mr. Hutchinson able to recall any indi¬ 
viduals whom he reimbursed for advancements which had 
been made to him? A. He recalled his father-in-law, at 
least. 

Q. Other than his father-in-law. A. I don’t recall 
that he did, although he did identify some people to whom 
he had been obligated for services, and to whom he made 
payments. 

Q. Who were they, Mr. Gunn? A. One was a 
Thomas Newhall of Philadelphia, to whom I believe he said 
he gave 1,000 shares of stock. 

Q. What had Newhall done? A. I believe Newhall 
had assisted Hutchinson in his negotiations with Pennsyl¬ 
vania Railroad Company for the relocation of the tracks. 

Q. Anything else? A. As I recall it that is all 
Hutchinson said he had done. 

Q. Do you recall he gave you any other names of in¬ 
dividuals to whom [6706] he made reimbursements? A. 
Well, I believe he paid off his counsel who had assisted 
him, that is Coudert Bros., who were his counsel up until 
the time Fisk took control and replaced them. I believe he 
paid them- 
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Q. That was not reimbursement for advances made to 
Hutchinson but rather was payment by Hutchinson for serv¬ 
ices rendered. A. Yes. I thought that was one and the 
same thing. 

• • • 

Q. Dimock, of course, was closely associated with 
Hutchinson in carrying out Hutchinson’s proposals in con¬ 
nection with the project? A. Yes, sir. 

Q. What part did Mr. Dimock take in the financing ar¬ 
rangements? A. I don’t know, other than that Hutchin¬ 
son, I believe, says that Dimock made the arrangement with 
Bertron, Storrs & Griscom. I believe he mentions that. 
Other than that I don’t know what part he took. 

Q. Will you identify Lee, Higginson and Company for 
the record? A. They are a financial house, I suppose 
you would call [6707] them, a bank in Boston. 

Q. Was Mr. Coffin instrumental in bringing Lee, Hig¬ 
ginson & Company into the financing? A. I don’t know, 
but Lee, Higginson’s records show Mr. Coffin called their 
attention to it. Whether or not that constituted bringing 
them in I don’t know. 

Q. Under the initial financing plan by Hutchinson, 
Dimock, Bertron, which is covered by the document com¬ 
prising part 5 of Exhibit 27, what disposition was to be 
made of the common stock? A. One-half of the issue of 
$4,000,000 par value of common stock was to be given to 
the bankers, and one-half was to be given to Hutchinson. 

Q. What is the basis for that statement, Mr. Gunn? 
A. Mr. Hutchinson’s affidavit. 

Q. What connection did Mr. Gardiner M. Lane have 
with Lee, Higginson & Company? A. He was a part¬ 
ner. 

• • • 

[6709] Q. # # # Lee, Higginson and Company secured sub¬ 
scriptions to what amount of bonds under the initial syndi¬ 
cate agreement, approximately? A. As I recall it, it 
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was approximately two million dollars. However, that can 
be checked. 

Q. I believe yon stated near the bottom of page 19 of 
Exhibit 26 that it was approximately $2,500,000. 

The Witness: May I have the question, please! 

(Question read). 

The Witness: Yes, that is correct. My memory was 
in error when I said two million dollars. 

• • • 

[6710] Q. Incidentally, Mr. Lane became a director of 
McCall Ferry Power Company in August of 1905. Isn’t 
that so! A. I believe that is correct. 

Q. At the same time he was also selected a member of 
the executive committee of McCall Ferry. Is that right! 
A. I think that is also correct. 

• • • 

[6717] Q. Under the original syndicate plan how much 
cash was Hutchinson to receive for his holdings! A. 
$750,000. 

Q. Did Hutchinson ultimately receive, under the con¬ 
tract which is part 19 of Exhibit 27, the $750,000 in cash 
and the common stock of McCall Ferry Power Company as 
provided for in connection with the initial financing before 
Harvey Fisk and Sons came into the picture! 

The Witness: May I have the question! 

(Question read). 

The Witness: Yes, it is my understanding that 
Hutchinson did, that being 18,840 shares of common stock. 
The odd shares arise out of the fact that some of Hutchin¬ 
son’s stock appears to have been taken to satisfy other 
land acquisitions, namely, the Harlow and McGaw acquisi¬ 
tion, and the Pullen acquisition. 
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[6718] By Mb. Hall: 

Q. You referred, Mr. Gunn, to Hutchinson receiving 
18,840 shares of common stock and not 48,840 shares? A. 
Yes, sir. 

Q. After Harvey Fisk and Sons were brought into the 
financing arrangement and McCall Ferry Power Company 
was organized, didn’t Hutchinson, in accordance with his 
contract with Susquehanna Contracting Company, transfer 
his property holdings to McCall Ferry Power Company? 
A. Yes, in the transfer they passed through Susquehanna 
Contracting Company and then to McCall Ferry Power 
Company. 

Q. And those holdings included the lands and rights 
covered by Hutchinson’s option on the York Furnace prop¬ 
erties? A. Yes, sir. 

Q. Didn’t that transaction take place under the con¬ 
tract embraced in part 19, Exhibit 27? 

The Witness: May I have the question, please? 

(Question read). 

The Witness: Yes, sir. 

• • • 


[6719] By Mb. Hall: 

Q. Did Susquehanna Contracting Company and 
Hutchinson ever enter into an agreement which in any way 
amended or modified the contract embraced in part 19 of 
Exhibit 27? 

• • • 

[6720] The Witness: They entered into another agreement 
and it seems to me to have amended it. 

By Mb. TTat.t, : 

Q. Which one is that, Mr. Gunn? A. Agreement 
shown on page 172 of Exhibit 27. 

Q. Do you recall generally what that provides? A. 
Provides for Hutchinson indemnifying or guaranteeing the 
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titles of the property he had transferred under the previous 
exhibit. 

Q. This agreement you are now referring to did not 
modify or amend in any way the consideration to be paid to 
Hutchinson for his property holdings? A. No, but it 
could have the effect of causing Hutchinson to spend some 
more of it in perfecting of the titles of the property he had 
transferred if the titles were not perfect. 

[6721] Q. What consideration was called for in Hutchin¬ 
son’s contract with Susquehanna Contracting Company, 
which is Part 19 of Exhibit 27? A. There was to be 
passed to Hutchinson under that agreement 750 thousand 
dollars in cash, four thousand shares of preferred stock, 
and 48,840 shares of common stock. 

Q. Doesn’t the consideration called for in that contract 
bear out the fact that Hutchinson ultimately received what 
it was initially planned he would receive? 

• • • 

The Witness: Yes, I think the agreement bears that 
out except in this respect: It bears it out that he could re¬ 
ceive from that amount substantially the same number of 
shares of common stock. However, in the intervening trans¬ 
action [6722] between the first underwriting and the second 
one the number of common shares had been increased, as I 
recall it, from 40,000 to 50,000. So in the first instance he 
was to receive a half of the equity in the company and in 
the second instance he was to receive two-fifths of the equity 
in the company. 

By Mr. Hall: 

Q. Now, Mr. Gunn, this contract shows that Hutchin¬ 
son received 48,840 shares of common stock rather than the 
18,840 shares that you referred to a few minutes ago? A. 
Yes, sir, this agreement shows there passed through Hutch¬ 
inson’s hands 48,840 shares. 

Trial Examiner: Where did you get the 18,840? 

Are you interpreting? 
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The Witness: Not exactly interpreting, Mr. Examiner. 
I was taking Hutchinson’s statement that he received for 
himself 18,840 shares, and I was also considering a very 
substantial amount of collateral evidence which shows that 
was a fact. 

You will find that statement of Hutchinson’s on page 6 
of Exhibit 27 near the middle of the page where Hutchinson 
states that of the 50,000 shares of common stock the bankers 
were to receive 30,000 shares, which left only 20,000 shares 
for Hutchinson after 1,000 shares of that had been used to 
satisfy the purchase from Harlow-McGaw and 150 shares to 
satisfy the purchase from Pullen. 

[6723] By Mr. Hall: 

Q. Mr. Gunn, so that we might have in one place in the 
record the distribution of the 50,000 shares, 48,840 shares 
were delivered to Hutchinson under Part 19 of Exhibit 27. 
Is that right? A. Yes, sir. 

Q. Ten shares were incorporators’ shares? A. Yes, 
sir. 

Q. 150 shares were delivered to Pullen? A. Yes. 

Q. And 1,000 shares were delivered to Harlow-McGaw? 
A. That is correct. 

Q. Does that add up to 50,000 shares of common stock? 
A. Yes, sir. 

Q. Fifty thousand shares of common stock represented 
the total issued and outstanding common stock of McCall 
Ferry Power Company? A. Yes, sir. 

Q. If Hutchinson, as you indicated, was not to retain 
the 48,840 shares of common stock and the 4,000 shares of 
preferred stock, where is the agreement between the syn¬ 
dicate members which specified the distribution which was 
to be made of the stock? A. I don’t know. I don’t know 
that there ever was such an agreement. I attempted in the 
original cost study by every [6724] means I knew to find 
such an agreement, even to the extent of going to the only 
surviving member of Simpson, Thacher and Bartlett, who 
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had any connection with Harvey Fisk at the time this trans¬ 
action took place, and asking his advice, Charles B. Eddy, 
asking his advice as to how or where I might look for such 
an agreement. It was his opinion that there may never 
have been a formal agreement reduced to writing which 
made that provision but rather that the division of the stock 
was carried out coincidental with the other transactions and 
didn’t require an agreement. 

Q. Then am I right in assuming that the only basis you 
have for saying that Hutchinson was not to retain all of 
the 48,840 shares of common stock, and the four thousand 
shares of preferred stock, is Hutchinson’s statement in Part 
1 of Exhibit 27 ? 

• • • 

The Witness: No, you are not correct in making that 
statement. 

By Mr. Hall: 

Q. What is the other evidence you have, Mr. Gunn? 
A. A very considerable amount of it included in Exhibit 
[6725] 26, and it consists, for instance, of the evidence re¬ 
vealed by the stock ledgers and stock certificate books of Mc¬ 
Call Ferry Power Company, both as regards preferred and 
common stock, the records of Bertron and Griscom Com¬ 
pany where they recorded receipt of it, records of Lee, Hig- 
ginson and Company where they recorded receipt of some 
common stock, 5,000 shares to be exact, Fisk’s statement 
that he did receive it, and there is a whole host of evidence 
that Hutchinson did not keep it all. 

Q. Did the evidence you have just referred to disclose 
the exact distribution of the fifty thousand shares of com¬ 
mon stock as well as a distribution of the preferred stock of 
McCall Ferry Power Company? A. You mean the exact 
total distribution of it? 

Q. That is correct. A. No, it didn’t reveal the exact 
total distribution of it, but it revealed some pretty exact 
facts concerning the distribution of it. For instance, we 
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know that the March 1 underwriting agreement provided for 
a bonus of fifty per cent preferred stock to go with the 
bonds, that is in combination with the bonds, and that the 
underwriting agreement of Fisk provided for 45 per cent. 

Trial Examiner: What is the date of that agree¬ 
ment? 

The Witness: March 25. 

Trial Examiner: 1905? 

[6726] The Witness: Yes, sir. 

Trial Examiner : All right. 

The Witness: And we can trace- 

Trial Examiner: What did that agreement pro¬ 
vide? 45 per cent of the preferred to go with the 

bonds? 

The Witness: Yes, sir. 

• • • 

• • • It is possible to trace, I believe, somewhere near 
2,000 shares of that 4,000 shares to the original subscribers 
under the March 1 agreement in satisfaction of their dif¬ 
ference between 45 per cent preferred stock and 50 per 
cent preferred stock given in combination with bonds. 

Q. Did the evidence that you have referred to show the 
circumstances under which the people or firms you referred 
to came into possession of the common stock and preferred 
stocks? 

The Witness: May I have that question, please? 

(Question read.) 

The Witness : It seems to me that it did. For instance, 
[6727] Lee, Higginson received 5,000 shares. 

Trial Examiner: Of what? 

The Witness: Common stock, as their compensation 
for underwriting 2 Vo million dollars worth of bonds. 

Is that the circumstance you refer to? 









Donald Gann, Cross 


753 


By Mr. Hall,: 

Q. What records substantiate what you have just said, 
Mr. Gunn? A. The fact Lee, Higginson received five 
thousand shares and the obvious fact Lee, Higginson ob¬ 
tained 2% million dollars worth of bond subscriptions. 

• • • 

[6728] Q. Mr. Gunn, was the firm of Harvey Fisk and Sons 
invited to join the McCall Ferry project financing during 
the early part of March, 1905? A. As I understand it, 
they were requested to salvage it after the first attempt to 
finance it failed. Is that the invitation to which you refer? 

Q. Are you saying anything different from what is con¬ 
tained in the bond and stock purchase agreement, Part 10 
of Exhibit 27, specifically the paragraph at the top of page 
82 where it is stated “ Whereas, the bankers have been re¬ 
quested and are willing to aid in financing the said plant 
to the extent of taking agreement from the subscribers for 
the purchase of bonds and preferred stock of the power 
company, of acquiring the bonds and stocks for delivery 
under such purchase, and of making or procuring the loans 
herein mentioned;-? 

• • • 

[6729] The Witness: No. 

By Mr. Hall : 

Q. Under the original syndicate what amount of bonds, 
referring now to par value, did the initial syndicate secure 
subscriptions for? A. Approximately $4,000,000 par 
value bonds. 

Q. Did Harvey Fisk and Sons come into the financing 
as bankers under the agreement which is Part 10 of Ex¬ 
hibit 27? A. Yes, sir. 

Q. When the Fisk firm came into the financing who 
were the five largest interests in the McCall Ferry enter¬ 
prise? 
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The Witness: Mr. Hall, how do you want interest 
measured? In terms of bond subscriptions or what? 

By Mr. Hall: 

Q. For the purpose of my question will you measure it 
in terms of common stockholders, or proposed holders? 
A. Read the question, please? 

Q. Let me add to that question. 

Who became the five largest interests in the McCall 
Ferry enterprise after its organization, that is the organi¬ 
zation of McCall Ferry? 

• • • 

[6730] The Witness: It is impossible to tell until the date 
on which the common stock was distributed and when the 
common stock was distributed- 

By Mr. Hall : 

Q. What is the date you refer to, Mr. Gunn? A. I 
think it was about the middle of June, 1905. The distribu¬ 
tion of common stock which resulted was the (sic) [to] 
Hutchinson, and whoever he may have given it to in his 
group, who had 18,840 shares. Harvey Fisk and Son had 
17,537% shares. 

Bertron, Storrs and Griscom had 7,462% shares. 

Lee, Higginson had 5,000 shares. 

Harlow-McGaw had 1,000 shares. Those were the five 
[6731] largest holders. 

I didn’t quite read that correctly. In addition to the 
amounts I read for Hutchinson there should be added four 
shares which were of the original qualifying ten shares, and 
of the amount stated for Harvey Fisk and Son should be 
added six shares, which were six of the original qualifying 
shares. 

Q. What is the distribution based upon, that is what 
you just read? A. I read it from Exhibit 26. 

Q. What is the basis for that distribution contained on 
Page 51 of Exhibit 26? A. Various bases for it. The 
stock certificates, the agreement with Harlow and McGaw 
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to deliver them 1,000 shares, the records of Lee, Higginson 
which show they received 5,000 shares, the records of Ber- 
tron, Griscom and Company which show they received 7,462- 
and-a-half shares, the stock certificate book which shows 
that two certificates were issued, one for 18,840 shares and 
one for 30,000 shares, the statement of Hutchinson that he 
received the certificate which called for 18,840 shares, and 
the statement of Harvey Fisk and Son that he received 
17,537% shares. 

Q. To whom was the certificate for the 30,000 shares 
issued? A. To the Susquehanna Contracting Company. 

Q. When did they receive the stock? [6732] A. 
About the middle of June. 

Q. 1905? A. Yes, 1905, when the whole group of 
transactions which made the property transfers take place. 

Q. When did they distribute those shares you referred 
to? Speaking now of Susquehanna Contracting Company, 
referring to the 30,000 shares. A. May I have the ques¬ 
tion? 

(Question read.) 

The Witness: The only thing that I have in the shape 
of a record to indicate the date on which that took place are 
the records of Bertron, Griscom and Company which show 
that they received 12,462% shares on November 21, 1906. 
That amount of shares represented their 7,462% shares plus 
the 5,000 shares which were conveyed by them to Lee, Hig¬ 
ginson. 

By Mr. Hall : 

Q. How do you know that, Mr. Gunn, that is about the 
transfer to Lee, Higginson? A. Lee, Higginson’s rec¬ 
ords show that they received it, and Bertron’s records also 
show that they transferred it to Lee, Higginson. 

• • • 

[6733] By Mr. Hall: 

Q. Mr. Gunn, where does Fisk make the definite state¬ 
ment that Harvey Fisk and Sons received 17,543% shares 
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of common stock? A. The statement which Mr. Fisk 
made occurs on Page 79 of Exhibit 27 under paragraph 
number 10 on that page. 

Q. Where in that paragraph number 10 does he say that 
the Fisk firm received 17,543 shares of common stock, defi¬ 
nitely received that? A. The paragraph states as fol¬ 
lows, though not in exact shares: “Stock only; common 
stock, in my opinion at least as much as the 12,000-odd 
shares that went to Bertron, Storrs & Griscom and prob¬ 
ably the difference between that amount and the 30,000 
shares represented by one of the two largest [6734] cer¬ 
tificates issued; also apparently the 1,800-odd shares of pre¬ 
ferred stock that went to my firm.” 

Q. When Mr. Fisk referred to 12,000 odd shares was 
he referring to Bertron, Storrs and Griscom compensation? 
A. Yes, he was referring to Bertron, Storrs and Griscom’s 
receipt of 12,462% shares on behalf of Bertron, Storrs and 
Griscom and Lee, Higginson. 

Q. How do you get that out of this paragraph, Mr. 
Gunn? 

Mr. King : I object to the question. The paragraph 
speaks for itself. 

Trial Examiner: I will sustain the objection. 

Mr. Hall ; Mr. Examiner, the- 

Trial Examiner: You can ask him where he gets it. 
It is apparent from the paragraph the figure is not 
there. 

By Mr. Hall: 

Q. Mr. Fisk uses the words “in my opinion—ap¬ 
parently.” What he says here is all guess work, isn’t it? 
A. You can’t characterize it as guesswork. When Mr. 
Fisk made this statement he had before him all of the in¬ 
formation that we had in our possession which had a bear¬ 
ing on the stock distribution. I don’t see why it should be 
characterized as guesswork on his part. 
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Q. None of that information told you definitely that 
Harvey Fisk and Sons received 17,543 shares of stock. Is 
that right? 

[6735] Mb. King: You mean tells Mr. Gunn definitely or 
Mr. Fisk? 

The Witness : I think it very well may have told him by 
deduction without very much difficulty. 

• • • 

[6736] Q. Were there any files of Harvey Fisk and Sons 
available at the time you contacted Mr. Fisk? A. No, 
sir, we never were able to find any of them. 

Q. Then what Mr. Fisk says is based upon information 
you furnished him, but not obtained from files of Harvey 
Fisk and Sons? A. Yes, plus Mr. Fisk’s recollection. 

• • • 

# 

[6739] By Mb. Hall: 

Q. Part 10 of Exhibit 27 shows the arrangement be¬ 
tween Fisk and the subscribers to that agreement. Is that 
right? A. Yes, sir. 

Q. It does not show the arrangement between the syn¬ 
dicate members themselves? A. No. 

Q. Do you have a copy of the agreement entered into 
between the syndicate members themselves? A. No. 

Q. Have you ever seen a copy of any such agreement? 
A. No, sir, I have not. 

[6740] Q. There is no reference in the agreement of March 
25,1905, to the distribution of common stock. Is that right? 
I mean the distribution to be made of the common stock. 

The Witness: May I have the question, please? 

(Question read.) 

The Witness: Yes, there is a reference on page 81 of 
Exhibit 27 to the purpose for which all of the securities of 
McCall Ferry Power Company will be used. That refer¬ 
ence is in the last paragraph on page 81. 
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By Mr. Hall : 

Q. That reference does not disclose the distribution 
to be made of the common stock. Right? A. By “dis¬ 
tribution,” I take it you mean the number of shares that 
will go to various individuals or firms ? 

Q. Yes. A. No, it does not disclose that. 

Q. Among other things, this reference that you have 
just referred to provides that the common stock was to be 
issued among other things for “all profits in connection 
with bringing together and turning in of said properties ’ ’ ? 
A. Yes, and for compensation for financial assistance. 

Q. There is likewise no reference in the March 25, 
1905, agreement to the 4,000 shares of preferred stock is¬ 
sued to Hutchinson pursuant to bis contract which is part 
19 of Exhibit 27. Isn’t that so? [6741] A. No, there 
is no mention except indirectly. The terms of the March 
25 agreement under which the bonds were to be issued 
called for a one thousand dollar bond together with pre¬ 
ferred stock of a par value of $450, which is the 45 per 
cent stock combination that w^e have spoken of. 

Now, it was out of that change in the amount of stock 
to be issued with the bonds between the March 1 agreement 
and March 25 agreement which brought a part of the four 
thousand shares into the agreement with Hutchinson, as I 
understand it, it being necessary to make up the difference 
to the subscribers under the March 1 agreement in order 
for Fisk to hold those subscribers. 

• • • 

[6746] Q. Did the subscribers to the initial agreement, part 
5 of Exhibit 27, become subscribers to the March 25, 1905, 
agreement or did Lee, Higginson and Company subscribe 
to the March 25, 1905, agreement on behalf of the sub¬ 
scribers to the initial agreement? A. It is my under¬ 
standing that the initial subscribers under the March 1 
agreement became subscribers under the March 25 agree¬ 
ment and Lee, Higginson was also required to endorse 
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their subscriptions. At least that is my understanding 
of it. 

Q. You had two subscriptions covering the same 
amount of bonds. Is that what you are saying? A. Well, 
it is a subscription and an endorsement. 

Q. What did the endorsement mean? A. As I un¬ 
derstand it it was a guarantee of Lee, Higginson as a firm 
to be used in connection with the loans from Knickerbocker 
Trust Company in case the actual subscribers themselves 
didn’t pay up. 

Q. What is the basis for your understanding in that 
connection? A. May I have the question, please? 

(Question read.) 

The Witness : The basis for my understanding of that 
is [6747] information that I obtained from the Irving Trust 
Company, who were successors to Knickerbocker Trust 
Company after the failure, that being data which Irving 
Trust Company had prepared in connection with final set¬ 
tlement with the deferred subscribers. I don’t remember 
the details of that and if you wish details on it it will be 
necessary for me to look it up. 

i • • 

By Mr. Hall: 

Q. Had you finished your last statement, Mr. Gunn? 
A. May I have it read, please? 

(Statement of witness read.) 

The Witness: Yes, sir, I had finished. 

By Mr. Hall: 

Q. When did the final settlement to which you refer 
occur? A. I believe it was in 1908. 

Q. What was the occasion for the settlement, Mr. 
Gunn? A. The occasion for the settlement was when 
the loan fell due on November 2, 1908. 

Q. Let us fix that just a little more definitely, Mr. 
Gunn. Part of the bonds were non-deferred subscriptions 
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and part were deferred subscriptions! A. Yes, sir. 
[6748] Q. And the Knickerbocker Trust Company loaned 
construction funds to McCall Ferry with the deferred sub¬ 
scriptions as collateral for the loan? A. That is correct. 

Q. Is it in connection with settling the loan agreement 
that the final settlement you refer to occurred? A. Yes, 
sir, the loan agreement for which the deferred subscrip¬ 
tions were collateral. 

Q. What type of information did the Irving Trust 
Company have in connection with the final settlement which 
showed an obligation on the part of Lee, Higginson and 
Company? A. The large tabulation of the bond sub¬ 
scribers which showed a certain group of bond subscribers, 
and, as I recall it, had written along by the side of it a 
notation to the effect that certain of the bond subscriptions 
were to be guaranteed by Lee, Higginson and Company. 

Q. In other words, Mr. Gunn, there was an individual 
list of subscribers with a marginal notation to the effect 
you mentioned? A. Yes, as I recall it that is what it 
consisted of. 

• • • 

[6750] By Mb. Hall: 

Q. Did they do that to the extent of the subscriptions 
obtained under the March 1, 1905, agreement? A. That 
is my understanding. 

Q. That was two and a half million dollars? A. Yes, 
about that amount. 

Q. Did the other members to the March 1, 1905, agree¬ 
ment obtain bond subscriptions? A. Yes, there were 
additional bond subscriptions obtained. 

Q. In approximately what amount? A. Well, the 
difference between about two and a half million and four 
million, I think. 

Q. In other words, the other members obtained a mil¬ 
lion and a half and Lee, Higginson two and a half million, 
making a total of four million under the initial agreement? 
A. That is approximately the full amount. 
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Q. When I refer to the initial agreement I am re¬ 
ferring to the March 1, 1905, agreement. A. That is 
what I understood you to be referring to. 

Q. The original undertaking by its terms was not to 
become operative until subscriptions to six million prin¬ 
cipal amount of bonds had been obtained. Is that right? 
A. You are again referring to March 1? 

Q. Correct. [6751] A. That is correct. 

Q. The six million goal was never reached? A. That 
is my understanding of it. 

Q. When it became evident that the original syndicate 
members were not going to be able to complete the financing 
did they invite Harvey Fisk and Sons to come into the 
financing picture? A. That is my understanding. 

Q. And Harvey Fisk and Sons became bankers under 
the agreement which is incorporated as part 10 of Exhibit 
27. Right? A. Yes, sir. 

Q. Were the subscriptions already obtained under the 
March 1, 1905, plan retained under the subsequent plan of 
March 25,1905? A. Yes, sir. 

Q. Did the March 25, 1905, agreement provide for a 
45 per cent bonus of preferred stock with the bonds? 
A. Yes, sir. 

Q. What preferred stock bonus was provided under 
the commitments which had previously been obtained by 
Lee, Higginson and Company to its customers under the 
March 1,1905, agreement? A. 50 per cent. 

Q. Did Lee, Higginson Company customers who be¬ 
came [6752] subscribers to the March 1, 1905, agreement 
for $2,500,000 principal amount of bonds receive a 50 per 
cent bonus in preferred stock notwithstanding the fact 
that the March 25, 1905, agreement provided for only a 
45 per cent bonus? A. Yes, that is my understanding. 


[6753] Q. Was part of the 4,000 shares of preferred stock 
issued to Hutchinson under the contract which is part 19 
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of Exhibit 27 used to supply the additional 5 per cent to 
the original subscribers? A. Yes, sir. 

• • • 


[6756] By Mr. Hall: 

Q. You have testified that under the initial financing 
agreement of March 1, 1905, Lee, Higginson and Company 
obtained subscriptions to 2V 2 million dollars principal 
amount of a total of four million dollars principal 
amount. Did the subscribers to the other $1,500,000 become 
subscribers to the agreement of March 25, 1905? A. I 
don’t know. I believe they did, although I do not know as 
a fact. 

Q. Did the subscribers to the $1,500,000 principal 
[6757] amount of bonds receive a 45 per cent stock bonus 
with bonds or a fifty per cent preferred stock bonus? 

The Witness: May I have the question, please? 

(Question read.) 

The Witness: The records in the possession of the 
company indicate that 2,125 shares of preferred stock were 
used to supply five per cent bonus on bonds. That would 
indicate that a bonus was paid on slightly more than four 
million dollars of bonds, and it would also indicate to me 
that a bonus was paid on that many because of retaining 
subscribers other than those that Lee, Higginson had ob¬ 
tained. 

By Mb. Hall: 

Q. That would also indicate, wouldn’t it, that the total 
subscriptions under the initial agreement of March 1, 1905, 
totaled $4,250,000 principal amount of bonds. Is that right? 
A. Yes, sir. 

Q. Did they actually sell $4,250,000 principal amount 
of bonds under the initial agreement, procure subscriptions 
for the purchase of bonds in the amount of $4,250,000 prin¬ 
cipal amount? A. I don’t know, but that figure would 
indicate that they obtained subscriptions for that amount. 
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Q. Well, how did yon arrive at the figure of 2,125 
shares of preferred stock shown in the tabulation on page 
51, Exhibit 26? [6758] A. From various items of corre¬ 

spondence and from the stock certificate book. 

Q. Did any of those documents state that 2,125 shares 
of stock were given to the subscribers to the original agree¬ 
ment as an additional 5 per cent bonus? A. I don’t re¬ 
member any single document which said 2,125 given for 
that purpose. 

Q. How did you arrive at the figure? A. But there 
were documents which mentioned various other amounts as 
being given. For instance, the documents I referred to a 
moment ago, being Item 11 in Exhibit 27, the correspond¬ 
ence between Bertron, Storrs and Griscom, and Lee, Hig- 
ginson. 

Q. That merely indicates that Lee, Higginson and Com¬ 
pany received a five per cent bonus only insofar as 
$2,500,000 principal amount of bonds are concerned. Is 
that right? A. Yes, sir, it indicates that. 

Q. How do you make up the balance of 2,125 shares of 
preferred stock? A. That information was obtained 
from the stock certificate book and a distribution of that 
number of shares shown in the stock certificate book. 

Q. Did the stock certificate book show the purpose for 
which the stock was issued? [6759] A. It shows the list of 
people to whom it went, and they were subscribers. 

Q. But it doesn’t show they got the preferred stock 
because it represented the additional five per cent bonus? 
A. Yes, I believe there is a list in there which pretty clearly 
shows that in the stock certificate book. 

Q. Mr. Gunn, will you refer to page 191 of Exhibit 27 ? 
A. Yes, sir. 

Q. Also the page number 186, last paragraph? A. 

Yes. 

Q. According to pages 186 and 191 the stock books of 
Bertron, Storrs and Griscom show a recording of a total 
of 2,235 shares. Is that right? I refer to preferred stock. 
A. Let me check that. 
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Q. Yes. A. Yes, sir. 

Q. And they show that a total of 2,075 were charged 
out? A. Yes, sir. 

Q. Leaving 160 shares on the book? A. Yes. 

Q. Who got the 160 shares? A. I don’t know. As 
I recall it, however, Bertron kept it. 

Q. Did Bertron, Storrs and Griscom sell any securi¬ 
ties under the initial financing agreement? [6760] A. I 
believe they did. 

Q. Can you state that to be a fact? A. Not with¬ 
out verifying it. 

Q. Would you do that, and also determine what dis¬ 
position was made of the 160 shares? A. I think I can 
determine what disposition was made of the 160 shares 
now. 

Q. All right. A. I believe I will have to check that. 
This photostatic copy I have is so dim I can’t read it. 

Q. If you wiH Mr. Gunn? A. Yes, sir. 

The Witness: May I have the last question, please? 

(Question read.) 

The Witness: I state the disposition of 160 shares 
remained in the hands of Bertron, Storrs and Griscom 
and was written off of their books as having no value on 
December 22, 1908. 

Q. But you are not in a position to say that the 160 
shares of preferred stock represents bonus due Bertron, 
Storrs and Griscom for the sale of bonds under the initial 
agreement. Is that correct? A. No, I couldn’t say 
that at the moment without checking further. 

• • • 

[6767] Q. Mr. Gunn, this morning we were discussing the 
consideration received by Hutchinson under the contract 
which is part 19 of Exhibit 27. Is it your contention that 
the purpose of the agreement of June 13, 1905, between 
Susquehanna Contracting Company and Hutchinson was 
to arrange for the distribution of the 48,840 shares of Me- 
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Call Ferry common and 4,000 shares of its preferred stock 
among the syndicate participants? A. Will you read that 
question, please? 

(Question read.) 

The Witness: You mean June 14, don’t you? 

By Mb. Hall: 

Q. Yes. A. It is my understanding that the 30,000 
shares which went to the syndicate participants were in¬ 
cluded in the 48,840 shares which passed under the agree¬ 
ment to which you refer from the Susquehanna Contracting 
Company to Hutchinson. 

Q. Was that block of stock included for the purpose of 
[6768] distributing it to the other syndicate members who 
ultimately received it? 

• • • 

The Witness: The stock which was ultimately dis¬ 
tributed to the syndicate members is included under the 
agreement which is Exhibit 19 and it was ultimately dis¬ 
tributed to the syndicate members. 

[6769] Now, why it was put in that particular instrument 
I do not know. 

By Mb. Hall: 

Q. In other words, what you are saying is that the 
contract embraced in part 19 of Exhibit 27 constituted the 
vehicle for distributing 30,000 shares to the Fisk firm, Lee, 
Higginson and Company and the other members of the 
syndicate who received it? A. It seems to me it did. 

• • • 

[6770] Q. How did you determine, Mr. Gunn, the total 
amount of common stock which you say was transferred by 
Hutchinson to other syndicate members? 

The Witness: Determined from the stock certificate 
books, plus all the other bits of evidence that are included 
in Exhibit 26 and Exhibit 27. 




766 


Donald Gwm, Cross 


By Mb. Hall: 

Q. Are you saying that the stock certificate books show 
the distribution of a total of 48,840 shares? A. No, the 
stock certificate books as I recall it show two certificates— 
one for 18,840 and one for 30,000 shares. 

Then, as we discussed it this morning we explained the 
various places where the total of the shares might have 
gone, and we found that Hutchinson says he received 
18,840. That leaves 30,000 shares. We discovered that 
Bertron, Storrs & Griscom got 7,462% shares, Lee, Higgin- 
son got 5,000 shares, and this afternoon we have discussed 
how and where the 4,000 shares went. 

• • • 

[6771] By Mb. Hall: 

Q. You referred to two stock certificates, one for 18,840 
shares and the other for 30,000 shares. Those two certifi¬ 
cates, I believe, were issued to Susquehanna Contracting 
Company? A. Yes, as I understand it. 

[6772] Q. Was the thirty thousand shares ever broken 
down? A. In the McCall Ferry Company stock certifi¬ 
cate book? 

Q. That is right. A. No, I don’t think it was. The 
breakdown that would have been made of that would have 
been in the form of voting trust certificates issued by Har¬ 
vey Fisk and Sons. 

Q. Did you have the voting trust certificates? A. 
No, sir, we never had those. 

Q. How did you break it down? A. The way I have 
described it, by finding out who wound up with it in their 
possession. 

• • • 

[6773] By Mr. Hall: 

Q. In other words, you never have found an answer to 
why Part 19 of Exhibit 27 refers to the consideration re¬ 
ceived under that contract as land cost whereas it in fact, 
according to you, included stock for distribution in part to 
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the syndicate members other than Hutchinson. A. No, 
I never particularly tried. I may have been curious about 
it. It didn’t seem to me to be very important. 

Q. Didn’t you think that that fact had a bearing on the 
cash value of the stock? 


• • • 

[6774] The Witness: It doesn’t seem to me that what was 
or wasn’t stated in the agreement, which is Item 19 in 
Exhibit 27, has any relationship at all to the valuation of 
the stock. 

The only facts which have any relation to the valuation 
of the stock are a knowledge of those things for which those 
securities were ultimately used. And, as a matter of fact, 
we know that the consideration that passed in that agree¬ 
ment went for other things besides land. As a matter of 
fact, Hutchinson says it went to compensate him for sev¬ 
eral years of his effort where he advanced money which he 
used to [6775] hire engineers, hire lawyers, make surveys 
and lots of things of that nature. 

By Mr. Hall: 

Q. The last part of your statement refers to the 18,840 
shares retained by Hutchinson and not the 30,000 shares 
distributed to the other syndicate members? A. That is 
right, yes. 

Q. Mr. Gunn, how much common and preferred stock 
did C. A. Coffin receive for his activities in connection with 
the Holtwood financing? A. He received 775 shares of 
preferred stock through Bertron, Griscom and Company. 

Q. For what purpose? A. As five per cent of the 
amount of preferred stock that was to go with bonds sub¬ 
scribed to by himself and by people whose subscriptions he 
obtained. 

Q. You mean he obtained subscriptions under the in¬ 
itial financing agreement which provided for a fifty per cent 
stock bonus? A. That is my understanding. 
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Q. And the 775 shares was the difference between fifty 
per cent and 45 per cent received under the second under¬ 
taking as to which the Fisk firm was banker? A. That 
is my understanding. 

Q. How do you know that Coffin, Dimock and other 
[6776] syndicate members did not share in the stock which 
you have assigned to Harvey Fisk and Sons? 

Mr. King : May we have the question ? 

(Question read.) 

Trial Examiner: Is this preferred or common? 

Mr. Hall: To answer your question, Mr. Exam¬ 
iner, Harvey Fisk and Sons, according to Mr. Gunn, re¬ 
ceived both preferred and common stock. I had in 
mind how does he know that the individuals I named 
did not receive part of the preferred and common stock 
which he has assigned to Harvey Fisk and Sons. 

The Witness: I believe the principal evidence of that 
upon which I came to that conclusion for myself was Fisk’s 
statement and Hutchinson’s statement. 

By Mr. Hall : 

Q. Isn’t it a fact that you first determined the amount 
of stock which went to the syndicate members other than 
Harvey Fisk and Sons? A. That is one of the facts I 
determined. 

Q. And didn’t you assume that Harvey Fisk and Sons 
got all the stock which did not go to the other syndicate 
members? A. No, I don’t think you can say that. 

Q. Didn’t you do that? A. No, sir. As I said be¬ 
fore, I got together this [6777] information and gave it to 
Mr. Fisk and he is the man who drew that conclusion. 

Q. At no place in this affidavit does he say, for instance, 
that Harvey Fisk and Sons received 17,000-plus shares of 
common stock. Isn’t that so? A. We went over that this 
morning. The Fisk statement says what it says. 
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[6778] Q. He doesn’t say his firm received 17,000-plns 
shares of common stock. 

• • § 

The Witness: No, he expresses the opinion they prob¬ 
ably did. 

By Mb. Hall: 

Q. Then how did yon arrive at the conclnsion that they 
did receive 17,000-plns shares of common stock? A. On the 
basis of Fisk’s opinion. 

Q. Does Fisk anywhere in his affidavit, which is Part 9 
[6779] of Exhibit 27, mention 17,000 shares of preferred 
stock in his answers to yonr questions? A. You mean 
common stock, don’t yon? 

Q. Yes, common stock. A. Suppose I read what Fisk 
says ? That is all there is to it. 

Q. No, just answer my question, Mr. Gunn. A. Yes, 
he mentions he probably got 17,000 odd shares. 

Q. Where is the figure 17,000 shown on Page 79 of Ex¬ 
hibit 27? A. It is the difference between 12,000 shares 
and 30,000 shares that Fisk talks about there. 

Q. In other words, he gives you a minimum and maxi¬ 
mum limitation? A. No, he says he probably received 
the difference between 12,000 and 30,000. 

Q. Does “probably receive” mean to you that he ac¬ 
tually received 17,000 shares of common? A. It means it 
is the only information I have on the subject. 

• • • 

[6781] Mr. King: If your Honor please, I would like the 
record to show Messrs. Wetzel, Bortner, Eichhorn and 
Chase are in the room and available for cross-examina¬ 
tion. They have been available since Tuesday and will 
continue to be during the duration of the cross- 
examination. 

Mr. Goldberg : Will someone explain to counsel for 
the Staff how a witness who never has taken the stand 
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is available for cross-examination, and, if so, on what 
subjects ? 

Me. King : I would be delighted. 

If your Honor please, in connection with the prepa¬ 
ration of the original cost filing and reclassification, 
and in connection with the original cost testimony in 
this case in connection with Exhibits 25, 26 and 27, Mr. 
Eichhorn, Jr., who is a secretary and assistant treas¬ 
urer of the company, assisted Mr. Gunn in connection 
with all accounting matters involved in those exhibits 
and in the reclassification. 

Mr. Bortner, who is the right of way engineer and 
assistant secretary of the company, assisted Mr. Gunn 
on all matters relating to real estate. 

I might say that subsequent to 1910, Mr. Gunn ac¬ 
cepted Mr. Bortner’s conclusion in connection with land 
matters. 

Mr. Chase, who is civil engineer assigned to spe¬ 
cial studies, assisted Mr. Gunn in the determination of 
the date [6782] of beginning of commercial operation, 
in producing details in connection with the construction 
period, and on other problems involving engineering 
and technical decisions. 

Mr. Wetzel, who is the budget engineer, assisted 
Mr. Gunn in connection with inventorying the prop¬ 
erty, compiling cost analysis, and reconciling those 
analyses with the inventory and similar matters. 

Now, I might say that back at page 44 of the rec¬ 
ord Mr. Goldberg, for the first time, made the state¬ 
ment that with respect to the company’s investment 
rate base it was the Staff’s position that the gross in¬ 
vestment for the rate base is, in round figures, 
$32,920,738. 

He further stated that in round numbers this is 
$5,663,494 less than the company’s book figure. 

He then said, “The Staff proposes the elimination 
of the $5,663,494 because the Staff contends that such 
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amount does not represent actual cost and should be 
disallowed. 

“The Staff’s evidence will, of course, develop the 
details of the elimination and the reasons therefor.” 

Now, those reasons were not placed in the record 
until Mr. Goldberg introduced Exhibit 51. We say they 
are not fully contained in Exhibit 51, but certainly 
prior to the time of filing Exhibit 51 the reasons for 
recommending the elimination of these various items 
were not known to the respondent. 

[6783] Now, under those circumstances there was nothing 
which respondent could do except to proceed in its di¬ 
rect case to put in Exhibits 25, 26 and 27, because they 
had no knowledge of the Staff’s position in connection 
with these various items. 

The Company proceeded and put in the exhibits 
which I have mentioned. Then, subsequently, Exhibit 
51 was placed in the record during the Staff’s case in 
chief. Since that exhibit has been placed in the record 
we, of course, have attempted to study it and prepare 
to put in on rebuttal, and we submit it is proper re¬ 
buttal, our position in connection with the items recom¬ 
mended for elimination in Exhibit 51. 

We now, therefore, offer the four witnesses to 
whom I have referred in connection with Mr. Gunn’s 
cross-examination in regard to Exhibits 25, 26 and 27 
simply because they assisted Mr. Gunn in connection 
with the preparation of those exhibits and have the de¬ 
tails of the exhibits in mind as well as they can. 

Mr. Goldberg has asked Mr. Gunn a number of 
questions. 

Mr. Goldberg: Mr. Hall has asked. 

Mr. King : Mr. Hall has asked Mr. Gunn a number 
of questions which involved in some instances confer¬ 
ences between Mr. Gunn and the gentlemen who as¬ 
sisted him. That is one reason why I offer them for 
cross. 
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I think Mr. Goldberg has a perfect right to examine 
anyone [6784] with whom Mr. Gunn confers openly on 
the stand. 

• • • 

Mb. Goldberg: I thought I could safely make that 
statement. 

We have just been advised by counsel for the Re¬ 
spondents that there are four individuals in this hear¬ 
ing room who have assisted Mr. Gunn in the prepara¬ 
tion of the original cost studies reflected in Exhibits 
25, 26 and 27. The individuals referred to by Mr. King 
are as he indicated, Messrs. Eichhorn, Bortner, Chase 
and WetzeL 

There seems to be a confusion of ideas in Mr. 
Bang’s statements. At one point we are told that they 
are available for rebuttal. At another point we are 
told they are available for cross-examination in con¬ 
nection with Exhibits 25, 26 and 27, and at another 
point we seem to be told they are available in combina¬ 
tion with respect to support for Exhibits 25, 26 and 
27, and in support of the inclusion in those exhibits 
certain exclusions proposed by Exhibit 51. 

Trial Examiner: I don’t think we need get into 
any discussion on that point. 

[6785] Mr. Goldberg: I am not going to get into any de¬ 
tailed discussion because I can probably go on for a 
long time if I did. 

Trial Examiner: If you want to avail yourself of 
the offer of the Respondents’ counsel you can. If you 
don’t you don’t have to so far as the Examiner is con¬ 
cerned. 

Mr. Goldberg : I am certainly delighted to have the 
Examiner state counsel for the Staff doesn’t have to 
avail himself of the offer, because that statement means 
this: 
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Mr. Gunn, like other individuals, had assistance. 
Now, Mr. Gunn, despite that assistance, was the indi¬ 
vidual who was offered in this hearing as taking the 
ultimate responsibility for what he did. 

Now, then, if Mr. Gunn is not in a position to take 
that ultimate responsibility, and we must turn to 
Messrs. Eichhorn, Bortner, Chase and Wetzel for the 
support in Exhibits 25, 26 and 27, then I say now, as I 
said the other day, that there has not been a proper 
foundation laid for the direct testimony of Mr. Gunn 
with respect to Exhibits 25, 26 and 27, and his testi¬ 
mony, if we are to avail ourselves of Messrs. Eichhorn, 
Bortner, Chase and Wetzel, must be stricken in its en¬ 
tirety, and the duty is incumbent upon the company 
to place- 

Trial Examiner : This is no time for discussion of 
a motion to strike because counsel has gotten up and 
Respondents’ [6786] counsel has stated Mr. Gunn had 
certain assistance. 

Proceed with the examination of the witness. 

Mr. Goldberg: I think, Mr. Examiner, I am en¬ 
titled to state on the record- 

Trial Examiner : There is nothing at this point the 
Examiner wants to hear any discussion about. 

• * • 

[6789] By Mr. Hall: 

Q. Mr. Gunn, you indicated in your testimony yester¬ 
day afternoon that C. A. Coffin received 775 shares of pre¬ 
ferred stock in connection with the sale of bonds. Did Mr. 
Coffin receive any of the 50,000 shares of common stock 
of McCall [6790] Ferry Power Company? A. Not so far 
as I know. 

Q. Can you state it to be a fact that Mr. Coffin did not 
receive any part of the 50,000 shares of outstanding com¬ 
mon stock of McCall Ferry Power Company? A. I 


774 


Donald Gunn, Cross 


couldn’t state that as a fact because he might have received 
some of Hutchinson’s allotment of stock. I don’t know. 

Q. There is also a possibility, is there not, that he 
might have received part of the shares of stock that you 
have assigned to Harvey Fisk and Sons? A. Not in my 
opinion. I believe that went to Fisk, Bertron and Lee, Hig- 
ginson. 

Q. Isn’t it possible that Mr. Coffin shared in the dis¬ 
tribution of common stock to Lee, Higginson and Company 
as well as Bertron, Storrs & Griscom? A. I don’t think 
it is. Bertron’s records, at least, show he kept his common 
stock. I also believe Lee, Higginson’s records show the 
same thing as regards their 5,000 shares. 

Q. What definite piece of evidence can you point to 
which will conclusively rule out the possibility that C. A. 
Coffin did not receive a portion of the stock distributed to 
one or all of the three firms, Harvey Fisk and Sons, Lee, 
Higginson and Company, and Bertron, Storrs & Griscom? 

• • • 

[6791] The Witness: As regards Bertron, Storrs and 
Griscom, the evidence on which I based my opinion, the 
principal evidence, respecting where the stock went is con¬ 
tained in Part 22 of Exhibit 27, and is the fact that the 
stock that Bertron had he retained until the McCall Ferry 
Power Company was reorganized. 

By Mb. Hall : 

Q. How much common stock did Bertron, Storrs & 
Griscom have recorded on their books? A. 7,462% 
shares. 

Q. Referring to Page 191 of Exhibit 27, it seems an 
entry was made on December 28,1908 with a note to charge 
out. What does that mean? A. I assume that at that 
date they realized it had no value and they wrote it off. 

Q. That is just an assumption on your part? A. It 
seems to me to be a pretty good assumption because [6792] 
they put a zero after value of it. 
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Q. It could have been a distribution, couldn’t it? A. 
Not at that date. I don’t think anybody would have wanted 
it. The stock already had lost its value at that time obvi¬ 
ously. 

Q. You still have not given me an answer to my over¬ 
all question, Mr. Gunn. You have referred to the over-all 
shares Bertron, Storrs and Griscom entered on their books. 
But that doesn’t answer my question as to the evidence you 
can point to which will conclusively rule out the possibility 
that C. A. Coffin did not receive some portion of the com¬ 
mon stock of McCall Ferry Power Company. A. You 
mean which Bertron had? Are you speaking now of this 
7,642% shares? 

Q. That, and in addition I also have reference to the 
stock you have assigned to Harvey Fisk and Sons and Lee, 
Higginson and Company. A. Well, the evidence I have 
called your attention to is the evidence on which I relied in 
the case of Bertron, Storrs & Griscom. It is my understand¬ 
ing, it is my recollection, and we may have some evidence in 
the files on it although I am not sure, that the same situa¬ 
tion existed with respect to Lee, Higginson, namely, that 
they kept their 5,000 shares themselves and distributed none 
of it. 

Now, as regards Fisk, as I said, we never found Fisk’s 
[6793] records. 

Q. You mean that as Mr. Fisk states in his affidavit all 
of the Harvey Fisk and Sons’ records were destroyed by 
fire? A. Yes, destroyed somehow as a result of his go¬ 
ing out of the banking business. We never found his rec¬ 
ords and therefore the evidence, the only evidence I have, 
is the statement of Fisk plus the fact that Hutchinson says 
Fisk took over and dominated the proposition, and the 
statement of Fisk that he did take over and dominate it and 
that in his opinion he received the difference between the 
30,000 shares certificate and the amount which went to Ber¬ 
tron, Storrs & Griscom for Bertron, Storrs & Griscom’s own 
services and for the services of Lee, Higginson. 
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Q. Did Mr. Fisk, at the time of your conference with 
him, remember the number of shares of stock that were de¬ 
livered to Bertron, Storrs & Griscom? Did you have to re¬ 
fresh Mr. Fisk’s recollection by showing him some docu¬ 
ments which were in the company’s files? A. I think I 
probably showed him documents in the company’s files. I 
didn’t do it personally, but I supplied to Mr. Fisk’s attor¬ 
ney, Mr. Cole, all of the information we had, that I had in 
my possession, from the company’s files and other sources 
which had a bearing on Mr. Fisk’s connection with the Mc¬ 
Call Ferry enterprise. 

[6794] Q. But Mr. Fisk had no independent recollection of 
the distribution of the common stock of McCall Ferry Power 
Company? A. That I can’t say. I wasn’t present when 
Mr. Cole discussed it with him. 

Q. At least Mr. Fisk’s statement shows that he did not 
contribute anything more than was already reflected in the 
documents in your possession? A. Oh, yes, he con¬ 
tributed a great deal more- 

Q. I am speaking now only with respect to the distribu¬ 
tion of the common stock. A. Nothing except his mem¬ 
ory and opinion. 

• it 

[6795] Q. Did Mr. Lee tell you that their records show that 
they received the 5,000 shares, received and retained the 
5,000 shares of common stock of McCall Ferry Power Com¬ 
pany? A. Mr. Lee told me this: That he received it, that 
it was their total compensation, and that when the company 
[6796] was reorganized they lost everything they had ex¬ 
pected to receive for having obtained the subscriptions to 
the bonds. Now, from that I took it that he had kept the 
5,000 shares of stock. 

The correspondence between Bertron, Storrs & Gris- 
com seems to me clearly to show that the 5,000 shares were 
going to Lee, Higginson for their services, and there is a 
distinction in the description of it made between the 5,000 
shares of common stock and the shares of preferred stock 
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which were being transmitted to them for the purpose of 
making up the difference between 45 per cent of preferred 
stock and 50 per cent in the combination. 

I might also say that part 11 of Exhibit 27 also pretty 
clearly indicates that there couldn’t possibly have been any 
syndicate agreement, or whatever that agreement was we 
were talking about yesterday, because Lee, Higginson didn’t 
even know how much stock they were going to get and had 
to write to Bertron and ask him. 

It also pretty clearly indicates that Harvey Fisk was 
completely dominating the picture because Bertron couldn’t 
give Lee, Higginson an answer and had to go to ask Har¬ 
vey Fisk if they would give him some, which Harvey Fisk 
agreed to do. 

• •• 

[6798] By Mr. Hall: 

Q. Before going further with my present line of cross- 
examination, Mr. Gunn, do you have any list of common 
stockholders of McCall Ferry at any dates? A. Nothing 
more than stock certificate books and I believe a stock ledger 
or some sort of a record which was kept of it. 

Q. But those records would not show you who the com¬ 
mon [6799] stockholders were? A. No, I don’t think 
they would. 

Q. When do you say that the common stock was dis¬ 
tributed to the bankers and the syndicate members? A. 
I have a little difficulty with that question, Mr. Hall. Are 
you making a distinction between the so-called bankers and 
syndicate members, or do you intend to put them both in 
there? 

Q. I have reference to the distribution of the 30,000 
shares. A. I see. I can’t say precisely when the distri¬ 
bution was made. All I know is the date on which Bertron 
received their part of the 30,000 shares and the date on 
which they in turn gave Lee, Higginson their part. 

As to when the stock may have gone into the possession 
of Fisk, I don’t know. However, as I recall it the 30,000 
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shares were issued on a stock certificate to Susquehanna 
Contracting Company, which I take it had the effect of plac¬ 
ing it in Fisk’s hands. The stock certificate will show when 
that was. I think it can be looked up. 

• • • 

[6800] Q. Getting back now, Mr. Gunn, to my previous 
question with reference to the 4,000 shares of stock, pre¬ 
ferred stock, which passed under the contract which is Part 
19 of Exhibit 27, is it your statement that all but 1,875 of 
the 4,000 shares of preferred stock was used as additional 
bonus in connection with the sale of bonds? A. No, that 
is not my statement. I don’t know. 

Q. You don’t know whether it was or not? A. No, I 
don’t know any more than is given in Exhibit 27. 

Trial Examiner: What page? 

The Witness: All through this, Mr. Examiner, in vari¬ 
ous sections. 

Trial Examiner: Very well. 

The Witness: One of the things which causes the mys¬ 
tery about it, Mr. Hall, is this: Fisk says he got 1,875 shares, 
Bertron says he was entitled to 1,875 shares, and it appears 
that out of Bertron’s 1,875 shares, plus, also, the shares to 
whicli Bertron was entitled for his firm’s own subscription 
to bonds, that he supplied a certain amount of that to make 
up the five per cent to which the subscribers under the 
March 1st agreement were entitled. That is about the limit 
of my knowledge as to where that part of the preferred 
stock went. 

[6801] By Mr. Hall: 

Q. Did you determine in your report, Mr. Gunn, that 
1,875 shares of preferred stock were issued to Harvey Fisk 
and Sons for services? A. Yes, that is what Mr. Fisk 
says. 

Q. Mr. Fisk’s statement is the only basis you have for 
that? A. No. I believe we have the stock certificate 
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showing that. I believe the stock certificate book shows 
that. 

Q. Are yon saying that stock certificate book shows 
that there was issued to Harvey Fisk and Sons 1,875 shares 
of preferred stock? A. Yes, that is my recollection of 
what it shows. 

Q. Does the stock certificate book indicate why the 1,875 
shares of preferred stock were issued to Harvey Fisk and 
Sons? A. I don’t think so. I wouldn’t expect it to. 

Q. Mr. Gunn, up to the time of the distribution of the 
common stock by Hutchinson for whom was it held? A. 
May I have the question, please? 

(Question read.) 

By Mr. Hall: 

Q. I have reference, Mr. Gunn, to the total of 48,840 
shares. A. I suppose it was held for the people who were 
[6802] ultimately to get it. 

Q. I show you, Mr. Gunn, a copy of a letter dated Janu¬ 
ary 20, 1906, bearing the initials “PGB/MMB” addressed 
to Cary T. Hutchinson, Esq., 60 Wall Street, New York 
City. 

Mb. King : May we look at the letter ? 

Mr. Hall : Yes. 

The Witness: May I read it, please? 

Mr. Hall: Yes. 

By Mr. Hall: 

Q. Are you familiar with that letter, Mr. Gunn? A. 
Yes, sir, I believe I have seen it. 

Q. The initials “PGB” stand for Phillip G. Bartlett? 
A. Yes, sir, I believe they do. 

[6803] Mr. Hall: May we have this letter marked for 
identification as Exhibit No. 158? 

Trial Examiner: Yes, the document may be 
marked. 
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(The document referred to was marked Exhibit 

No. 158 for Identification.) 

• • • 

[6804] By Mr. Hall: 

Q. According to Mr. Bartlett’s letter, Mr. Gunn,—in¬ 
cidentally, Mr. Bartlett is connected with the firm of Simp¬ 
son, Thacher and Bartlett- A. Yes, sir. 

Q. —according to Mr. Bartlett’s letter the stock, com¬ 
mon stock of McCall Ferry Power Company, to the extent 
of 48,850 shares, was being held by Harvey Fisk and Sons 
for Mr. Hutchinson. Isn’t that so? A. Yes, the letter so 
states. It is certainly evident Mr. Fisk had the stock in his 
possession. 

The letter also states that Simpson, Thacher and Bart¬ 
lett had furnished to Harvey Fisk and Sons “the list which 
you sent us for the distribution of your part of the common 
stock”, which certainly indicates that all of the common 
stock was not for Hutchinson and that Hutchinson was not 
making the distribution of all of it. 

[6805] Q. It definitely indicates that up until the date of 
this letter, January 20, 1906, Harvey Fisk and Sons were 
holding the 48,850 shares of common stock in safekeeping 
for Mr. Hutchinson? A. Yes, the letter states that. 

Q. And the common stock was being held for Hutchin¬ 
son by reason of the contract of June 14, 1905, between 
Hutchinson and Susquehanna Contracting Company. Right? 

The Witness: May I have the question, please? 

(Question read.) 

The Witness: I don’t know whether or not you could 
draw that conclusion. The letter says it was being held 
for Harvey Fisk and Sons. 

By Mr. Hall: 

Q. For Hutchinson? A. Yes, for Hutchinson, by 
Harvey Fisk and Sons, and there is a contract of June 14, 
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1905 between Hutchinson and Susquehanna Contracting 
Company. 

Incidentally, that also indicates to me the Susquehanna 
Contracting Company and Harvey Fisk and Sons were 
pretty near one and the same thing. 

Q. What indicates that in Exhibit No. 158? A. The 
fact that Harvey Fisk and Sons had the stock and were 
holding it, but the contract was between Hutchinson and 
Susquehanna Contracting Company. 

[6806] Q. If they were holding it for Mr. Hutchinson pur¬ 
suant to the contract which is Part 19 of Exhibit 27, what 
is there about that which indicates an identity between Sus¬ 
quehanna Contracting Company and Harvey Fisk and 
Sons? A. The fact that Harvey Fisk and Sons had the 
stock. 

Q. Would you say the same thing if Hutchinson had 
been holding the stock, that is that there was an identity of 
interest between Hutchinson and Susquehanna Contracting 
Company? A. Well, I wouldn’t necessarily say that. 

Q. Why not ? A. For this reason: The fact that we 
have just mentioned is only one of a large number of facts 
that indicates the identity between Susquehanna Contract¬ 
ing Company and Fisk, and there are no facts whatsoever 
that indicate any identity between Hutchinson and Susque¬ 
hanna Contracting Company. 

Mr. King: May we have Mr. Hall’s question read 
back? I think he inadvertently referred to identity be¬ 
tween Hutchinson and Company when he meant- 

Mr. Hall: No, no. 

Mr. King: You meant Hutchinson? 

Mr. Hall : Yes. 

By Mr. Hall: 

Q. In reaching your conclusion as to identity of inter¬ 
est between Harvey Fisk and Sons and Susquehanna Con¬ 
tracting [6807] Company, had you relied in part upon the 
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letter which had been marked as Exhibit No. 158? A. 
That was unquestionably one of the facts. They were many, 
many facts, however, not the least of which was the fact that 
Susquehanna Contracting Company was run from Simpson, 
Thacher and Bartlett’s office, and they were Fisk’s attor¬ 
neys. 

Q. The Susquehanna— A. I don’t know just what 
you mean by identity of interests, but I take it that you 
mean was substantially controlled by Hutchinson. If that 
is what you mean then my answer is correct. 

Mb. Goldberg: Did you mean 4 ‘Hutchinson” in 

your last answer? 

The Witness: No, I meant Fisk, Harvey Fisk and 
Sons. 

By Mr. Hall: 

Q. What do you mean by substantially controlled, Mr. 
Gunn? A. Just that. In other words, that the actions 
of Susquehanna Contracting Company would be subject to 
Fisk’s dictation. 

• • • 

[6808] By Mr. Hall: 

Q. Mr. Gunn, the Susquehanna Contracting Company 
contract which we have been discussing, Part 19 of Exhibit 
27, called not only for the 48,840 shares of common stock 
to [6809] be delivered to Hutchinson but also for the de¬ 
livery of 4,000 shares of preferred stock and 750 thousand 
dollars in cash. Is that right? A. Yes, sir. 

Q. Isn’t it clear from Exhibit No. 158 that if there was 
a distribution of the common stock it occurred subsequent 
to January 20,1906? A. Yes, I believe Exhibit 158 indi¬ 
cates that, at least. 

Q. I notice that the letter, Exhibit 158, refers to 48,850 
shares, making ten shares difference. 

Now, the ten shares represents the incorporators’ 
shares. Is that right? A. I would assume that it does, 
although I don’t know, of course. 
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Q. And according to Exhibit 158 the incorporators’ 
shares were delivered to Hutchinson, or were being held 
for Hutchinson? A. No. Well, Exhibit 158 is a little 
ambiguous on that point. The first paragraph indicates to 
me that Hutchinson had previous to this letter sent to Simp¬ 
son, Thacher and Bartlett, and they had in turn delivered 
to Harvey Fisk and Sons, a list of people to whom he was 
going to distribute his share only of the 48,850 shares, and 
the second paragraph of the letter says that the whole 
48,850 shares was being held for Hutchinson, so it seems to 
me that [6810] the Exhibit 158 is clearly ambiguous on the 
face of it. 

Q. I don’t have as much difficulty with that letter as 
you seem to have, Mr. Gunn. 

Was the entire 48,850 shares of common stock placed 
in a voting trust? A. It was supposed to be, and I as¬ 
sume it was. 

Q. Do you know it to be a fact that it was? A. No, 
I never did find the voting trust records. 

Q. In other words, you don’t know how many shares 
of stock were actually placed in the voting trust? A. 
No, I assume they all were, but I don’t recall I have any 
positive proof of it for the reason I couldn’t find the voting 
trust records. As a matter of fact, I don’t know of any 
other way they could have distributed the stock, and I don’t 
know of any other reason for writing this letter at this 
time contemplating a distribution except in the form of 
voting trust certificates. 

Q. Does this letter, Exhibit No. 158, refer to voting 
trust or voting trust certificates? A. No, but it refers 
to a distribution of the stock and it was not distributed 
through McCall Ferry certificates so far as I know, so it 
must have been distributed through voting trust certificates. 

Q. That is purely and simply an assumption on your 
part? [6811] A. I think it is a lot more than an assump¬ 
tion. It seems to me it is. It seems to me to be more 
than- 
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Q. Was there a voting trust created? A. It is my 
understanding that there was. 

Q. What is the date of that voting trust? A. The 
date of the stock deposit agreement in the voting trust was 
January 20,1906. 

Q. Is that voting trust agreement Part 20 of Exhibit 
27? A. Yes, sir. 

Q. I believe you have indicated you do not know what 
stockholders became parties to the voting trust agreement. 
A. I assume they all did. I have no reason for supposing 
they didn’t. 

Q. Can you state it to be a fact they all did become par¬ 
ties to the voting trust agreement? 

The Witness: May I have the question, please? 

(Question read.) 

The Witness: No, I cannot state it to be a fact from 
the information I have before me now. 

By Mr. Hall: 

Q. W T ho were the voting trustees under the voting trust 
agreement, Mr. Gunn? A. Mr. Henry F. Dimock, Mr. 
William F. Barnum, and Mr. S. Reading Bertron. 

[6812] Q. To whom were the voting trust certificates is¬ 
sued? A. I suppose to the beneficial owners of the stock 
ultimately. 

Q. You do not know who deposited their stock in the 
first place? A. No. 

Q. Accordingly you do not know to whom voting trust 
certificates were issued. Is that right? A. No. 

Q. In other words, you agree with my last statement? 
A. Yes, I agree with your last statement. 

Q. It appears from Bertron, Storrs and Griscom Com¬ 
pany Incorporated letter dated May 27, 1938, which is in¬ 
cluded in part 22 of Exhibit 27, that that firm did not 
record the receipt of either preferred or common stock until 
November 21,1906. Is that right? 
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The Witness: May I have the question, please? 

(Question read.) 

The Witness : That is correct. It so appears from that 
letter. 

By Mb. Hahl: 

Q. In other words, the stock was recorded in the books 
of that firm approximately ten months after the voting trust 
was created? A. Yes, it so appears. 

[6813] Q. Did the other syndicate participants receive 
their stock on the same date, that is November 21, 1906? 
A. We haven’t discovered yet who the other syndicate par¬ 
ticipants are. Lee, Higginson received theirs at a some¬ 
what later date. We don’t know when Harvey Fisk and 
Sons received theirs. 

Q. Who were the members of the syndicate after Fisk 
came into the financing picture about the middle of March, 
1905, Mr. Gunn? A. Mr. Hall, you have to tell me what 
“the syndicate” is. 

Q. Do you know? A. No. I know who the syndicate 
managers were. 

Q. Is that all you know about who composed the syndi¬ 
cate ? A. I think I might know more if you tell me what 
you mean by “syndicate.” 

Q. I mean the members who associated themselves to¬ 
gether for the purpose of financing the project in connec¬ 
tion with Harvey Fisk and Sons ’ participation. A. Well, 
Harvey Fisk and Sons were the bankers, and Mr. Fisk says 
that Bertron, Storrs and Griscom were in joint account with 
him as a banker, or joint banker, I guess you would call it. 
Lee, Higginson was acting apparently under Bertron, 
Storrs and Griscom. 

You might call those the syndicate, I believe are the 
words [6814] you used, or you might call the syndicate any¬ 
body that bought any bonds. I don’t know what you mean. 
I really don’t know what you mean by syndicate. 

Q. Mr. Gunn, will you refer to the bottom of page 21 
and the top of page 22 of Exhibit 26? A. Yes, sir. 
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Q. You there state, “This estimate was based upon 
Harvey Fisk and Sons acting as syndicate managers and 
actually selling approximately one-half of the eight million 
dollars bond issue.” 

What did you mean when you referred to “syndicate 
managers”? A. That is taken from Mr. Fisk’s state¬ 
ment. 

Q. What did Mr. Fisk mean? A. I don’t know. I 
would assume he probably meant—well, I just don’t know 
what he meant and never have known. No use guessing 
at it. 

Q. Did you ever ask Mr. Fisk what he meant by that 
statement? A. No, sir. 

Q. With reference to this matter? A. No, sir. As 
I told you, the information was secured from Mr. Fisk by 
Mr. Fisk’s counsel at my request. I didn’t have an ex¬ 
tended discussion with Mr. Fisk except on one occasion. 
[6815] Q. Mr. Gunn, what did you refer to at the top of 
page 21, Exhibit 26, when you said “New syndicate”? 

The Witness: May I have the question, please? 

(Question read.) 

The Witness : That statement was taken verbatim from 
Part 1 in Exhibit 27 and they are the words Mr. Hutchinson 
used to describe the Fisk arrangement for the new financing. 

By Me. Hall: 

Q. What page are you now referring to in Exhibit 27 ? 
A. Page 6. I am referring to about the fifth or sixth line 
down from the top. 

Q. Who was, or who were the new syndicate members 
that Hutchinson referred to? A. I don’t know. 

Q. Did you ever ask Hutchinson the names of the in¬ 
dividuals comprising the new syndicate? A. I don’t re¬ 
call whether or not I did. I think this is probably the rea¬ 
son why I may not have: The work that I had done, which 
ultimately became Exhibit 26, prior to the time I first saw 
Hutchinson I had supposed, and I had arrived at that con- 
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elusion from a study of the documents in Exhibit 27 with¬ 
out the benefit of these people who were involved in it, I 
had arrived at the conclusion that the financing or the de¬ 
velopment of McCall Ferry was being done more or less 
in a cooperative manner by a group of people. However, 
[6816] the first time I saw Hutchinson he explained to me 
that that was not the case at all, that under the first attempt 
to underwrite the agreement that he had understood that he 
would have control of it, that when that underwriting failed 
Harvey Fisk and Sons took control from him, and after 
that he said that Harvey Fisk and Sons ruled the corpora¬ 
tion in their own fashion without too much help from him. 

Q. What has that to do with who made up the indi¬ 
viduals who composed the new syndicate? A. I under¬ 
stood that Harvey Fisk had done the whole thing. 

Q. You know that isn’t so, though, don’t you, Mr. 
Gunn? A. I know it now to be sure, yes. 

Q. In other words, what Mr. Hutchinson was telling 
you was not exactly in accord with the facts? A. Oh, 
yes it was. What Mr. Hutchinson told me was that Fisk 
took control of the enterprise from him, and it certainly to 
me is obvious that Fisk did. 

Q. Who are the members of the new syndicate referred 
to by Mr. Hutchinson? A. I don’t know. 

Q. You never asked him? A. Not that I recall. 

Q. Mr. Gunn, as shown in lines 17 through 22 of the 
[6817] transcript on page 6583, you stated that you sub¬ 
mitted a portion of Exhibit 26 to Fisk, Hutchinson and 
Hopkins. Do you still have the portions of Exhibit 26 that 
you submitted to those individuals? A. Yes, I told you 
that on preliminary cross-examination, and that they were 
available if you wanted to look at them. 

Q. Will you please make them available at the first 
opportunity? A. They have been available for six 
months. 

Q. Where? A. In the company’s files, and you have 
had auditors there who have had time to look at them if 
they wished. 
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Q. Do you think you could have the portions to which 
I referred here on Monday? A. Yes, sir, I think I could. 

Q. Do you know why the distribution of the stock of 
McCall Ferry Power Company was deferred to November, 
1906? 

Trial Examiner: Read that question, please. 
(Question read.) 

The Witness: No, I do not. 

By Mr. Hall: 

Q. Who held the stock prior to its distribution in No¬ 
vember of 1906? A. I don’t know; at least I don’t re¬ 
call now. 

• • • 

[6818] By Mr. Hall: 

Q. Mr. Gunn, you have referred to Messrs. Dimock, 
Baraum and Bertron as being the trustees under the voting 
trust agreement? A. Yes. 

Q. Barnum was Fisk’s partner. Is that right? A. 
Yes, sir. 

Q. Bertron was Dimock’s banker associate? A. Not 
that I know of. 

Q. Bertron, Dimock, maybe one or two others, were 
associated together in connection with the initial financing 
before Harvey Fisk came into the picture? 

The Witness: May I have that question, please? 

(Question read.) 

The Witness: They were both in it. I don’t know how 
they were associated. But Dimock was Hutchinson’s 
father-in-law, and Bertron, as I understand it, was the man 
to whom Dimock took the proposition to get it financed. 

[6819] By Mr. Hall: 

Q. Bertron, Hutchinson and Dimock were all associ¬ 
ated together in connection with the initial financing? A. 
They were all there. I don’t know what the association 
was. 
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Q. And participated in the initial financing, at least in 
the attempt to finance the project? A. I don’t know 
about that. I don’t know of any participating in it that 
Hutchinson did. You mean by 66 participating” that they 
were all out attempting to obtain subscribers? Is that what 
you are referring to? 

Q. They were all engaged in the financing of the 
project? A. I don’t know what Hutchinson had to do 
with the financing of it. 

Q. I am referring to Dimock, Mr. Gunn. A. I still 
don’t know precisely what part Dimock played in the 
financing. 

Q. He was one of the syndicate members. Is that right? 
Mr. Dimock was one of the syndicate managers under the 
original financing as reflected in part 5 of Exhibit 27? 
A. Yes, sir, he was. 

Q. And was associated with Bertron in that financing 
attempt? A. In that capacity he was associated ap¬ 
parently. 

[6820] Q. As a matter of fact, Mr. Gunn, in your report, 
particularly on page 19 of Exhibit 26, you refer to the fail¬ 
ure of the “Dimock, Bertron, Barney underwriting”? 
A. What I meant by that was that that was simply a ter¬ 
minology used to distinguish it from Fisk, and relating it 
to the fact those three men were- 

Q. Managers under the initial agreement? A. Yes, 
were managers under the initial agreement. 

Q. How long did the voting trust continue in effect? 
A. You are speaking now of Harvey Fisk and Sons’ voting 
trust? 

Q. I am speaking now of the voting trust agreement 
that was created on January 20, 1906, and referred to in 
the agreement which is part 20 of Exhibit 27. A. Accord¬ 
ing to the stock deposit agreement on which the voting trust 
was created it was to continue in effect until November 1, 
1908, or until the plant of McCall Ferry Power Company 
should be completed and put into actual operation if prior 
to that date. 





790 


Donald Guwn, Cross 


Q. How long did it actually continue in effect! A. 
I don’t know what became of it. I don’t suppose there was 
any use for its continuing after the reorganization of the 
company. 

Q. When did that occur! A. I am not lawyer enough 
to say which one of these [6821] dates it occurred on. 

The bondholders committee sent out a notice of the 
impending default on December 7, 1908. McCall Ferry 
actually defaulted on December 15,1908. The suit for fore¬ 
closure instituted by Knickerbocker Trust Company was 
on July 13, 1909. 

Aldred was appointed Receiver on the 17th. 

McCall Ferry Power Company was reorganized into 
Pennsylvania Water and Power Company on January 13, 
1910. I don’t know which one of those you would call the 
particular date on which you referred to. 

Q. Do I correctly understand you to say that you have 
no information which will definitely fix the date of termina¬ 
tion of the voting trust agreement! A. That is correct. 

Q. Did an executive committee carry on the active 
direction of McCall Ferry affairs from August 8, 1905, to 
1909! 

The Witness: May I have the question, please! 

(Question read.) 

The Witness: I don’t believe I understand what you 
mean by active direction, Mr. Hall. 

By Mr. Hall: 

Q. Who carried on—withdraw that. 

McCall Ferry Power Company had an executive com¬ 
mittee! [6822] A. I understand they did, yes. 

Q. Winch committee exercised most of the functions of 
the board of directors between meetings of the board of 
directors! A. Yes, it is my understanding that was its 
function. 

Q. Who were the members of that executive com¬ 
mittee! 
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The Witness: H. F. Dimock, C. A. Coffin, Gardiner M. 
Lane, William M. Barnum, William Barclay Parsons. 

By Mb. Hau.: 

Q. Did Mr. Bertron replace Mr. Lane in September, 
1905, on the executive committee? A. I don’t have the 
information before me which would indicate whether he did 
or not. 

[6823] Q. Mr. Gunn, my information is that Gardiner M. 
Lane resigned on September 20, 1905, and that he was re¬ 
placed on the same date by Mr. Bertron. Will you check 
that information, please? A. Yes, sir. 

Q. Mr. Parsons was Mr. Hutchinson’s consulting en¬ 
gineer. Is that right? A. Mr. Parsons was a consulting 
engineer and had previously done some work in association 
with Hutchinson. 

Q. Didn’t Mr. Hutchinson bring Parsons in as his con¬ 
sulting engineer after Mr. Morison’s death? A. As I 
recall he did. He came in some time prior to the date- 

Q. January 13, 1905? A. Yes, date of the prospec¬ 
tus, which is—may I have the question again, please? 

(Question read.) 

The Witness: Yes, Parsons was employed by Hutchin¬ 
son some time prior to January 13, 1905, which is the date 
of Parson’s report which became a part of the prospectus. 

By Mb. Hall: 

Q. And he was employed by Hutchinson as his con¬ 
sulting engineer? A. That is my understanding. 

Q. Mr. Coffin was associated with Mr. Hutchinson as 
[6824] early as 1903. Is that right? A. He may have 
been. I don’t recall offhand. 

Q. So far as you know? A. So far as I know he 
may well have been. 

Q. Wasn’t Hutchinson at one time connected with 
General Electric Company? A. Yes, sir, Mr. Hutchin¬ 
son says in his affidavit he was once connected with General 
Electric Company. That is shown at the bottom of Page 3. 
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Q. Was Mr. Coffin also connected with General Elec¬ 
tric during the period from 1903 to 1905? A. Yes, sir, 
I think so. 

Q. There is no question about that, is there? A. I 
don’t think so. 

Q. Is it reasonable to assume that is how the project 
came to Coffin’s attention, through Hutchinson? A. No, 
I wouldn’t say that would be a reasonable assumption. 

Q. They were both in the same company and the record 
shows they were both interested in the construction of the 
project? A. Yes, but there were other people interested 
in the development of hydro-electric power on the Susque¬ 
hanna River long before Hutchinson was, and some of them 
may very well have called Coffin’s attention to it. 

[6825] Q. Who do you refer to now? A. James H. Har¬ 
low for one. 

Q. Was Mr. Harlow connected with General Electric? 
A. Certainly not, but General Electric Company was well- 
aware, and kept well-abreast, of all hydro-electric poten¬ 
tialities at that time. 

Q. And it is reasonable to assume C. A. Coffin came 
into contact with Mr. Hutchinson in that connection? A. 
He may very well have. I have no idea when Mr. Coffin 
first came into contact with Hutchinson. It may well have 
been long before 1903 so far as I know, and it probably 
was. 

Q. In Exhibit 26 you state that with the advent of 
Harvey Fisk and Sons in the picture control passed from 
Hutchinson to the Fisk firm. What basis do you have for 
that statement? A. The fact that Mr. Hutchinson says 
that is what happened, that up to his death he was very 
bitter over it, and the fact that Fisk says that is what hap¬ 
pened, plus all of the direct and indirect indications of that 
included in Exhibit 26 and Exhibit 27. 

Q. Can you be more specific about the direct and in¬ 
direct evidence that you refer to, Mr. Gunn? A. I don’t 
know whether I can or not. One of the pieces of evidence 
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I had in mind was the fact that when Harvey [6826] Fisk 
and Sons came into the picture they kicked out the former 
law firm that had been doing the company’s work, and 
Harvey Fisk’s domination of the firm was so well-known 
that when Harlow-McGaw wanted to get out from under 
their water power rights they knew they had to go to 
Harvey Fisk and Sons to do it. Those are a couple of the 
items. There are undoubtedly others. 

Q. Isn’t the reason Harlow-McGaw went to Fisk that 
Fisk was named in the prospectus as bankers? A. That 
is also another indication that Harvey Fisk and Sons domi¬ 
nated it. 

Q. Isn’t it reasonable to assume that because they 
were named as bankers that is the reason they went to 
Fisk? A. No, not necessarily. If Hutchinson was such 
an important figure in it, Harlow and McGaw both per¬ 
sonally knew Hutchinson welL It looks to me like they 
more likely would have gone to Hutchinson. 

Q. And Harlow-McGaw had had differences with 
Hutchinson. Isn’t that so? A. Oh, but they had been 
composed. 

Q. What did they do that indicated that their differ¬ 
ences had been composed? A. The fact that Harlow 
and McGaw withdrew their opposition to Hutchinson in 
McCall Ferry Power Company and entered into an agree¬ 
ment with him. 

Q. Mr. Gunn, before you conferred with Pliny Fisk 
had [6827] you concluded that there was this control by the 
Fisk firm? A. May I have the question, please? 

(Question read.) 

The Witness: I don’t remember, Mr. Hall, and my 
difficulty is this: The statement I obtained from Hutchinson 
was dated January 14, 1939, and the statement I obtained 
from Fisk was dated December 29, 1938. 

Now, I had had discussions with Hutchinson, as I re¬ 
call, over a period of something like a year, and it was dur- 
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ing the first discussion that I had with Hutchinson that he 
told me that Fisk had deprived him of control of the 
McCall project. 

Now, the one discussion I did have with Mr. Fisk per¬ 
sonally took place some considerable period of time before 
December 29, 1938, and I don’t recall whether that conver¬ 
sation with Fisk was before my first conversation with 
Hutchinson or not. My first knowledge of that situation 
came with either Fisk or Hutchinson, whichever I talked 
to first. 

By Mr. Hall: 

Q. Prior to your first discussion with Hutchinson had 
you reached the conclusion that Harvey Fisk and Sons had 
deprived Hutchinson of control? A. I had Hutchinson’s 
statement to that effect. 

Q. Prior to Hutchinson’s statement had you reached 
that same conclusion? A. No, not unless I had talked to 
Fisk first. I think [6828] I can answer the question per¬ 
haps clearly this way: Prior to the time I talked to Fisk or 
Hutchinson I did not know of that control situation. 

Q. So that no evidence in your possession prior to 
your discussion with Fisk and Hutchinson enabled you to 
reach the conclusion that Fisk had deprived Hutchinson of 
control about the middle of March, 1905? A. May I have 
that question, please? 

(Question read.) 

[6829] The Witness: No, that is not a correct conclusion 
for this reason, Mr. Hall: I had a lot of information in my 
possession which served the sole purpose of confusing me 
and making it impossible for me to put the various pieces 
together so as to make a consistent story. 

After I talked to Fisk and Hutchinson and found out 
of this arrangement I could then put together the pieces 
of information I had and they then fitted into the pattern 
that Fisk and Hutchinson had given me in their statements, 
and for the first time made it possible for me to come to 
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what seemed to me to be a reasonably rational conclusion 
as to what was the story of the development of McCall 
Ferry. 

By Mr. Hall: 

Q. Mr. Gunn, will yon specify the pieces of information 
that enabled yon to conclude finally that Harvey Fisk and 
Sons did deprive Hutchinson of control in March of 1905? 
A. I can’t specify them in any more detail than simply 
to say that they are all the pertinent parts of Exhibits 26 
and 27. 

Q. Will yon specify the pieces of evidence which 
enabled yon to confirm the statements which Fisk and 

Hutchinson made to yon- A. I mentioned- 

Q. —that yon had had prior to your conferences with 
Hutchinson and Fisk? 

[6830] The Witness: May I have that, please? 

(Question read.) 

The Witness: One piece I can think of offhand is the 
March 25 underwriting agreement. 

By Mb. Hall: 

Q. Is that the only one? A. No, I don’t think so. 

Q. What other? A. I can’t recall it alL They are 
included in Exhibits 26 and 27. 

Q. Name some others. A. Well, I think prior to that 
conversation I had known that Harlow-McGaw approached 
Fisk for the sale of their property. I think also I had 
known that Simpson, Thacher and Bartlett had replaced 
Coudert Brothers as lawyers. I can think of those matters 
offhand. 

However, I will say this: That just those three items 
standing alone are not all that there is to offer that con¬ 
firmation. The whole of Exhibit 26 and Exhibit 27 seems 
to me to bear that out. 

Q. Every bit of them? A. All the pertinent parts. 
Q. What are the pertinent parts as to this question of 
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control by the Fisk firm? A. The history of the develop¬ 
ment of the property. 

[6831] Q. Be specific. A. I can’t do it. It is obvions 
from Exhibit 26 that I can’t go through and put in cate¬ 
gories each and every statement contained there. Exhibit 
26 is a description of the historical development of the 
project 

Q. Will you take the first ten pages and be specific? 
A. I can’t be specific. 

Q. Is there any part of the first ten pages of Exhibit 
26 that bears on your conclusions as to control? A. I 
can’t be specific about it. If you want me to sit here and 
read it and study it I will be glad to do it. 

Q. Do you have to read it and study it, Mr. Gunn? 
A. I certainly do. That exhibit was prepared by me eight 
years ago. 

Q. Look at page 1. What is there on page 1 to indicate 
that Fisk acquired control from Hutchinson? 

Mr. King: Your Honor, I object. 

Trial Examiner: The witness said he couldn’t do 
it without reading the exhibit. The Examiner will not 
delay the hearing while the witness reads the exhibit. 


[6832] By Mr. Hall: 

Q. What is there contained in the March 25, 1905, un¬ 
derwriting agreement about control passing from Hutchin¬ 
son to Harvey Fisk and Sons? A. The fact that their 
name was mentioned and they were the bankers. There 
may be other things that indicate it but that is what I had 
in mind when I mentioned it. 

[6833] Q. What other things, Mr. Gunn? A. I don’t 
know. I said there may be. If you want me to study it I 
will be glad to undertake it. 

Q. There is nothing in part 10 of Exhibit 27 which 
says that control passed from Hutchinson to Harvey Fisk 
and Sons. Isn’t that so? A. Nothing except the fact 
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that Harvey Fisk and Sons were amongst the most power¬ 
ful hankers in New York, and he is named as banker in 
that. 

Q. A man could be banker and still not acquire con¬ 
trol from Hutchinson. Isn’t that so, Mr. Gunn? A. I 
doubt whether Harvey Fisk would do it or not. 

Q. But they could do it? A. Sure, they could do 
anything if they were foolish enough. 

Q. What is there about the Harlow-McGaw’s sale of 
property, to which contract Harvey Fisk and Sons were 
a party, which indicates control passed from Hutchinson to 
Harvey Fisk and Sons? A. The fact Harlow-McGaw 
went to Harvey Fisk and Sons to sell their property. 

Trial Examiner: What part of Exhibit 27 shows 

that? Do you know? 14 and 15? 

The Witness: Yes, sir. 

[6834] By Mr. Hall: 

Q. How do you know the reason Harlow-McGaw went 
to the Fisk firm was not merely because they were named 
as bankers in this underwriting agreement? A. The rea¬ 
son I assume that was not the reason particularly was be¬ 
cause Harlow-McGaw knew that the people who were named 
in a document such as the Fisk underwriting generally con¬ 
trol the enterprise. They knew Hutchinson personally, 
knew very well they could go to him. Hutchinson would 
have been the logical man for them to approach on the sale 
of property. It just seems to me it was so well known that 
Harvey Fisk was running the McCall Ferry project that it 
was just obvious to them he was the man to go to. Or, 
indeed, Harlow-McGaw may have asked Hutchinson and 
Hutchinson may have said, “You will have to see Fisk.” 

• • • 

By Mr. Hall: 

Q. What concrete evidence enables you to look into the 
minds of Harlow-McGaw and make the statements such as 
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you [6835] have just done? A. Nothing, Mr. HalL Yon 
and I are jnst speculating on what might have happened. 

Trial Examiner: Let’s not speculate any further. 

The Witness: He asked a question and I was trying 
to answer. 

Mr. Hall: I am not speculating. You are the one 

that is speculating. Isn’t that so? 

Trial Examiner: I will rule out that question. 

By Mr. Hall: 

Q. Will you refer, Mr. Gunn, to part 14 of Exhibit 27? 
A. Yes, sir. 

Q. Specifically the first paragraph on page 116 of Ex¬ 
hibit 27. 

According to that first paragraph doesn’t it appear 
that Mr. Houseman states that he approached Harvey Fisk 
and Sons because the Fisk firm was named in the March 25, 
1905, underwriting agreement? A. I can’t draw that 
conclusion without reading further. 

Q. Go ahead. 

[6836] The Witness: May I have the question, please? 

(Question read.) 

By Mr. Hall: 

Q. I mean named as bankers. A. I do not thi n k 
you can draw that conclusion for the reason that the second 
paragraph states that at least one of the purposes of ad¬ 
dressing the letter to Harvey Fisk and Sons was to explain 
about the fact Harvey Fisk and Sons were using Harlow- 
McGaw’s Company name and wanted them to change it. It 
was perfectly proper he ought to go to whoever’s name was 
on the document for such a purpose as that. 

Q. So far as you know that is the only reason Harlow- 
McGaw went to the Fisk firm? A. I don’t think that 
conclusion can be drawn. I don’t know. It may very well 
have been that Houseman was using that as a pretext to 
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approach Fisk for the proposed merger of their interests 
shown on the second page of the letter. I just don’t know. 

• • • 

[6838] By Mr. Hall : 

Q. Mr. Gunn, yesterday you stated that Mr. C. A. 
Coffin had received 775 shares of preferred stock, repre¬ 
senting the 5 per cent additional bonus for subscriptions 
obtained by Mr. Coffin in connection with the initial 
financing. Is that so? You will find your testimony on 
page 6775 of yesterday’s transcript. A. Yes, that is 
correct. 

Q. That would mean, would it not, that Coffin had se¬ 
cured subscriptions in the principal amount of 1% million 
dollars of bonds? A. Yes, it would mean that if you 
inake the assumption that Mr. Coffin had secured all the 
subscriptions of which this represents five per cent. That 
we don’t know except from the notation in Bertron, Gris- 
com’s books, which notation was to C. A. Coffin interest. I 
don’t know what that word [6839] “interest” may have 
been. I don’t know whether that word “interest” can be 
interpreted as meaning that all of the subscriptions of 
which the 775 shares or 5 per cent were subscriptions ob¬ 
tained by Coffin. I don’t know that conclusion could be 
drawn. 

Q. That could be reasonably interpreted to mean Coffin 
and those associated with him and selling that amount of 
bonds? A. Yes. The difficulty of it is I don’t know who 
sold the bonds. That doesn’t indicate who did the selling. 

Q. Do you think that the million and a half is part of 
the 2 V 2 million for which Lee, Higginson secured subscrip¬ 
tions? A. No, I wouldn’t think that it was. 

Q. You think it is in addition to the 2% million sub¬ 
scriptions secured by Lee, Higginson? A. Yes, the nota¬ 
tion indicates that that is true. The only point I am at¬ 
tempting to explain is that I don’t know whether Coffin 
secured the subscriptions of which 775 shares are five per 
cent. 
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Q. Who could have secured them, Mr. Gunn? A. 
That I don’t know. For instance, if I may try to explain 
a little further, Mr. Coffin may have subscribed to some 
personally and his associates in General Electric Company 
or other associates of his may have also subscribed [6840] 
to some. I don’t know that the relationship between him 
and the other people is such that it would be proper to say 
that Coffin obtained the subscriptions. That is the only point 
I am attempting to clarify. 

Q. Do you think that it was part of the million and a 
half dollars principal amount of bonds subscribed for under 
the March 1, 1905, agreement which represented the differ¬ 
ence between the total subscriptions of 4 million dollars 
and Lee, Higginson’s subscription of 2% million dollars? 

The Witness: Will you read that back, please? 

(Question read.) 

The Witness: I don’t believe I understand that ques¬ 
tion, Mr. Hall. Could you simplify it a little? I can’t 
follow it. 

By Mr. Hall: 

Q. You have mentioned, Mr. Gunn, a figure of four 
million principal amount of bonds being sold under the 
initial agreement of March 1, 1905. A. Yes, that is a 
deduction. We think there were about four million dollars 
subscribed. 

Q. Of that four million principal amount of bonds you 
have stated that Lee, Higginson obtained subscriptions for 
approximately 2% million dollars? A. That is correct. 

Q. That leaves us with 1 million 5 hundred thousand 
dollars principal amount of bonds for which subscriptions 
were [6841] secured? A. That is correct. 

Q. Do you know whether or not the million and a half 
secured by Coffin and represented by the 775 shares is the 
million and a half not secured by Lee, Higginson and 
Company? 
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Mr. King : May we have that question read, please? 

(Question read.) 

The Witness: No, I don’t know. 

By Mr. Hall: 

Q. Do we add Coffin’s one million and a half to the 
total of four million secured or is Coffin’s million and a 
half included in the four million? A. I think in my opin¬ 
ion it is undoubtedly included in the four million. The 
thing that is giving me the difficulty is your repeated state¬ 
ment that Coffin obtained them. I don’t know whether or 
not he did. With that qualification in my opinion the 
amount of bonds of which 775 shares would be the bonus 
was included in the four million dollars worth of bonds 
I estimated that the first syndicate obtained subscriptions 
for, and was in addition to the bonds subscribed to by Lee, 
Higginson. 

Q. What amount of subscriptions did Bertron, Storrs 
and Griscom obtain under the initial financing? A. I 
don’t know. 

Trial Examiner: What is the question, please? 
[6842] (Question read.) 

By Mr. Hall: 

Q. Do you know that Bertron, Storrs and Griscom pro¬ 
cured any bond subscriptions at all under the initial 
financing? A. Well, at one time or another the firm, I 
believe, subscribed to $80,000 worth as a firm. 

Q. Was that under the initial- A. There is no 

way of telling. We know what the total subscriptions were 
but there is no way of being certain when those subscrip¬ 
tions came in or by whom they were obtained. The only 
thing we can do is to make an implication out of the fact 
this five per cent bonus went, simply a conclusion drawn 
from that fact. 

Q. Don’t you know this, Mr. Gunn: That those sub¬ 
scriptions to which the additional five per cent bonus at- 
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tached were obtained under the initial financing agreement! 
A. Yes, sir, and that is the way we draw the conclusion that 
about four million dollars of bonds were obtained under 
the original underwriting, that is the underwriting agree¬ 
ment of March 1,1905. 

Q. Then, so far as you know, Mr. Gunn, you could ac¬ 
count for subscriptions only by Coffin and Lee, Higginson 
and Company under the initial financing agreement? 

The Witness: May I have that question, please? 

(Question read.) 

[6843] The Witness: No, that is not quite right. I could 
account for subscriptions by Lee, Higginson and I know 
there were other subscriptions, but I don’t know who ob¬ 
tained them. 

By Mb. Hall,: 

Q. The only evidence you have seems to indicate, does 
it not, that Coffin obtained the subscriptions not obtained 
by Lee, Higginson and Company? A. No, that doesn’t 
seem to me to be a reasonable conclusion for two reasons: 
First, Bertron was a banker and was the man who was 
heading the financing syndicate. It certainly seems to me 
he must have gotten, his firm must have gotten, some sub¬ 
scriptions. In addition to that, if you look at page 186 of 
Exhibit 27, you will find a notation down at the bottom of 
the page which reads “Owe,” and then in brackets there 
are four names listed—Henry F. Dimock, Sanderson and 
Porter, and then an initial M. W. D. and then the H. Mc- 
Kittrick, and then opposite that group of names in another 
bracket, outside of which it states, “Not delivered,” in an 
amount listing shares there are 275 shares listed. I have 
not been able to understand what that was but that might 
indicate some more. 

Q. What do the initials M. W. D. stand for? A. I 
don’t recall 

Q. Did you say you didn’t know- A. I said I 

did not recall what the initials are. 
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[6844] Q. What do the 275 shares of preferred stock rep¬ 
resent? A. Represents 275 shares of preferred stock is 
all I know. 

Q. For what purpose was it issued? A. I don’t 
know. 

Q. What does the notation “Not delivered” mean to 
you? A. Well, it simply means to me, at least at the 
time this notation was made, either Bertron had not de¬ 
livered it to the people who were entitled to have it, or that 
it had not been delivered to Bertron. I don’t know which 
it means. 

Q. You notice that the 775, 1,025, and 275 totals 2,075 
shares? A. Yes. 

[6845] Q. Then there is a subtraction of 1,875 shares with 
the note “Less our.” What does that mean, Mr. Gunn? 
A. I don’t know. I have speculated on that a great deal. 
But this may be significant: Fisk says that he and Bertron 
and Griscom were joint bankers in this financing. We 
know that Fisk got 1,875 shares, and that notation may 
mean that Bertron, being in joint account with Fisk, also 
got 1,875 shares. 

Q. Are you saying each got 1,875 shares for the same 
purpose? A. Whatever purpose it was. However, it 
appears Bertron was forced to use his 1,875 shares, and 
perhaps more shares than he got with his own firm’s bond 
subscriptions, to satisfy the five per cent owing to sub¬ 
scriptions that had been obtained under his March 1, 1905, 
underwriting. 

Q. Did you say the Fisk firm and Bertron, Storrs & 
Griscom operated a joint account? A. That is what Fisk 
said. 

Q. Is Fisk’s statement the only support for that an¬ 
swer? A. I couldn’t say that is true. I can say this, 
though: The first time I knew that was when Fisk told me. 
I would say- 

Q. Up to that time you had not had any indication of 
that fact? [6846] A. Up to that time I had not been 
able to put any of this story together. 
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Q. Isn’t it possible, Mr. Gunn, that the 1,875 shares 
means that that is the sum total for both Bertron, Storrs & 
Griscom and Harvey Fisk and Sons? A. Read that 
again, please. 

(Question read.) 

The Witness: No, I don’t think that is possible. 

By Mb. Hall: 

Q. Why not? A. Because, as I recall it, there was 
a stock certificate for a like amount of stock issued to either 
Harvey Fisk and Sons or to Susquehanna Contracting 
Company. I think it was probably Harvey Fisk and Sons. 

Q. Were there two stock certificates issued for 1,875 
shares of preferred stock? A. May I have the question, 
please? 

(Question read.) 

The Witness: No, there was one stock certificate is¬ 
sued in that amount to Fisk, and then there were several 
other stock certificates issued for varying amounts, but 
none of the amounts, none of those other certificates were 
in the amount of 1,875 shares. 

By Mb. Hall: 

Q. After subtracting the 1,875 shares from the 2,075, 
[6847] as shown at the bottom of page 186 of Exhibit 27, 
we have a remainder of 200 shares. What do the 200 shares 
represent? A. I don’t know, except that it represents 
the difference between 2,075 and 1,875. 

Q. But you don’t know who got the 200 shares? A. 
I don’t know whether or not anybody got it. The answer 
is no. 

Mr Hall: May I have the question and answer, 

please? 

(Question and answer read.) 

By Mb. Hall: 

Q. Do you have any documentary evidence which would 
disclose a joint account between Harvey Fisk and Sons and 
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Bertron, Storrs and Griscom, or a joint banking arrange¬ 
ment? A. Bead that, please. 

(Question read.) 

The Witness: Yes, we have Fisk’s affidavit. 

By Mb. Halt,: 

Q. Other than the Fisk affidavit? A. I don’t have 
any particular document in mind except that the inference 
may be drawn from such as we were just discussing, from 
this page 186. 

Q. You mean that is the inference you have drawn? 
A. Yes, sir. 

Q. Would you expect Mr. Coffin to subscribe through 
Lee, Higginson and Company or through Bertron, Storrs 
and [6848] Griscom, Mr. Gunn, if Mr. Coffin was making 
subscriptions through any bankers? 

Mr. King: May we have that question? 

Trial Examiner: Yes. 

(Question read.) 

The Witness: I don’t know which one he would sub¬ 
scribe through. I have no opinion on that. I know nothing 
about Mr. Coffin’s connections. 

• • • 

[6851] By Mr. Hall: 

Q. When you said this morning, Mr. Gunn, that Fisk 
and Sons displaced Hutchinson from control when Fisk and 
Sons came into the financing picture, do you mean that Fisk 
and Sons thereafter controlled the activities and affairs of 
McCall Ferry Power Company? A. That is my under¬ 
standing. 

Q. In other words, you are saying that McCall Ferry 
was dominated by, and its activities and affairs were subject 
to, the dictation and wishes of Fisk and Sons? A. Yes, 
that is my understanding. 
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Q. That would mean, would it not, that Fisk and Sons 
had the power to dictate who should be the officers of the 
company? A. Yes. 

Q. Or who should be the directors? A. Yes, I should 
think it might even extend that far. 

Q. Are you familiar with this letter of June 22, 1906, 
written by Cary T. Hutchinson to H. F. Dimock? The let¬ 
ter is copied from McCall Ferry Power Company file num¬ 
ber 68. [6852] A. Yes, I am familiar with that. 

Mb. Hall: I pass the letter over to Mr. King for 
inspection. 

By Mb. Hall: 

Q. Mr. Gunn, this letter reads as follows : 

“Dear Mr. Dimock: 

Mr. Eddy, of Simpson, Thacher and Bartlett, has 
just asked me what board of directors shall be elected 
at the annual meeting of the stockholders, which will 
be held in Lancaster next Tuesday; the stock will be 
voted entirely by proxy, and nobody need be there. I 
told Mr. Eddy to re-elect the present board of directors, 
with one possible exception, which is the substitution 
of Kirkland for somebody else; the trouble is to know 
whose place Kirkland should take. I do not see how 
it can be arranged at present; probably it will be better 
to let the board stand exactly as it is, and if you wish 
later to get someone to resign to make place for Kirk¬ 
land this could be done very well if Kirkland will have 
a nominal residence in Pennsylvania, at the works, as 
we can then get one of the dummy directors to resign. 

“Will you let me know certainly Monday morning 
what you wish done? 

“Yours very sincerely, 

“Cary T. Hutchinson.” 

Does that sound like Hutchinson had no voice in the 
[6853] direction of the affairs of McCall Ferry after Harvey 
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Fisk and Sons were in the picture? A. May I have the 
question, please? 

(Question read.) 

The Witness: It sounds to me like he had very little 
voice and was being used as a messenger boy. You have to 
remember this: Mr. Eddy was a member of the firm of 
Simpson, Thacher and Bartlett but was not the member of 
the firm that ordinarily handled McCall Ferry’s business. 
Mr. Dimock, President of McCall Ferry Power Company, 
was Mr. Hutchinson’s father-in-law. I don’t see that what 
is stated there indicates one way or the other about Hutch¬ 
inson’s influence. 

By Mr. Hall: 

Q. Are you saying that Dimock was under the control 
and direction of Harvey Fisk and Sons? A. I certainly 
think he was. 

Q. Even though he was Hutchinson’s father-in-law? 
A. Yes, that didn’t preclude Fisk from dominating him. 

Q. You say that Fisk dominated McCall Ferry activi¬ 
ties? A. That is my understanding. 

Q. McCall Ferry activities, notwithstanding the fact 
that Hutchinson selected the board of directors? A. 
Yes, I say that because I don’t believe Hutchinson selected 
the board of directors. If he did it would simply mean 
the board of directors didn’t have too much influence. 
[6854] Q. Is that your interpretation? A. Yes, that is 
my interpretation. 

Q. Mr. Hutchinson was chief engineer of McCall Ferry 
among other things? A. Yes, sir. 

Q. Do you think those are the duties of a chief engi¬ 
neer, to select members of a board of directors? A. No, 
but he might very well have discussed them with his father- 
in-law who was president, and particularly might that be 
true if there were somebody with a power superior to them. 

Q. Is there any indication in Mr. Hutchinson’s letter 
of a power superior? A. No, not in this particular letter 
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standing alone. I don’t know what may have been the reply 
to this letter. I don’t know what may have been the other 
associated correspondence. 

Q. Doesn’t Mr. Hutchinson’s letter indicate that he had 
considerable influence in the affairs of McCall Ferry Power 
Company! A. No, it doesn’t to me. All it indicates to 
me is that he is interceding with his father-in-law to get 
Kirkland, who was as I recall it vice-president of McCall 
Ferry Power Company, put on the board of directors per¬ 
haps in the place of one of the dummies who was on the 
board. That also does [6855] not speak too highly for the 
board’s great power if it was filled with dummies. 

Q. Apart from this intercession that you see in this 
letter, Mr. Gunn, it appears, does it not, that Hutchinson 
was asked to name the board of directors! A. No, sir, I 
don’t think that follows from this letter. 

Q. And you say that despite the fact, “Mr. Eddy, of 
Simpson, Thacher and Bartlett has just asked me what 
board of directors shall be elected at the annual meeting 
of the stockholders”! A. Certainly I say it in spite of 
that. Hutchinson didn’t answer him when he asked him 
that, did he! He went to somebody else to ask them. 
[6856] Q. What board of directors was elected, Mr. Gunn, 
at that meeting! A. I don’t have anything before me 
which would indicate to me what the composition of the 
board which was then elected would be. 

Q. How are you able to say they were dummies! A. 
The letter said so. I didn’t say so. You just read it into 
the record yourself. 

Q. I thought you characterized them as dummies. 
A. The letter characterizes them that way, Mr. Hall. You 
just read it into the record yourself. 

Q. You didn’t intend to so characterize the directors! 
A. I am repeating what the letter said. Certainly I know 
that at that time some of the directors weren’t dummies by 
any manner of means. 
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Q. Such as! A. Pliny Fisk. 

Q. He was a member of the board of directors? A. 
I think he was. 

Q. Elected in June of 1906? A. I suspect he was. 
Let me look. I am not aware any substantial change took 
place in the board of directors of McCall Ferry after it was 
first constituted. The board on August 8, 1905, and there 
may have been some changes, but I don’t think they were 
substantial, consisted of William M. [6857] Baraum. He 
was no dummy. A. C. Bedford. He wasn’t either. 

Q. Is that your opinion? A. That is my opinion. 
All these will be my opinion. 

S. R. Bertron was not. E. J. Berwin was not. 
Charles A. Coffin wasn’t a dummy, I think. 

Pliny Fisk wasn’t. 

Rodman E. Griscom wasn’t. Gardiner M. Lane wasn’t. 
William Barcley Parsons wasn’t. 

As to the rest of them, I don’t know how you can 
classify them. I don’t think you can call Dimock one ap¬ 
propriately. 

Q. How many more are there? A. William F. 
Beyer. W. Merriott Canby, and J. J. Hope, and George B. 
Willson. 

Those are the ones I am uncertain about. 

Q. When you say you are uncertain about the last few 
individuals, what do you mean by that? A. I am uncer¬ 
tain as to how they would be classified in view of the fact 
that this letter that you just read into the record, dated 
June 22,1906, refers to the board as having dummies on it. 
I was just looking down the list and speculating on which 
might be the dummies. 

Q. Are you saying that Beyer, Canby, Hope and Will- 
son might be referred to as dummy directors? A. We 
have to find a dummy somewhere to fit this letter. I thought 
it might be some of them. 

[6858] Q. If, as you say, they were dummy directors, to 
whose direction were they subject? A. I don’t know. I 
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don’t even know they were the dummies Hutchinson re¬ 
ferred to. I was just speculating on who they might be. 
Hutchinson in his letter to Dimock says he has some dum¬ 
mies and he is considering kicking one of them off the board. 
I was considering who the dummies might be. 

Q. Do you think Hutchinson could have kicked them off 
the board of directors? A. No, I don’t think he neces¬ 
sarily could, but I don’t know who could have. I should 
think, however, that if Fisk, either through the majority of 
people on the board of directors or by some other means, 
had complete control of the company that he might be so 
gracious as to have Hutchinson have a director. 

Q. Were all the directors you have named subject to 
Harvey Fisk and Sons’ domination? A. In the sense 
that directors are dominated I suppose they were. 

Q. Could they exercise independent judgments if Fisk 
didn’t want them to? A. I don’t know. I suppose they 
could. I don’t know how’ long they would remain directors. 

Q. In other words, you are saying that Fisk was in 
[6859] a position to impose his will on all those directors. 
A. In the matters of McCall Ferry Power Company that is 
my understanding of it. That is what Fisk said he could 
do. 

Q. In other words, Fisk was in a position to impose 
his will on the president of General Electric Company, C. A. 
Coffin? A. No, I do not necessarily mean impose in that 
sense. I simply mean this: That if Mr. Fisk picked these 
individuals and put them on McCall Ferry board, and Mr. 
Fisk was primarily responsible for the success of the enter¬ 
prise, I would expect the men who Mr. Fisk put on the board 
to support Mr. Fisk’s policies. 

Q. Did Mr. Fisk select and put those individuals on 
the board? A. I don’t know. 

Q. Mr. Eddy’s request of Hutchinson is a natural one, 
isn’t it, in view of the fact that Hutchinson was the owner 
of the largest block of stock? A. No, I don’t think it is a 
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natural one because I don’t believe Hutchinson was the 
owner of the largest block of stock. 

Q. Who owned more than 18,840 shares, assuming that 
is all Hutchinson had? A. I don’t know who owned 
more shares than that. I don’t make the assumption Hutch¬ 
inson had that many shares [6860] beneficially of his own. 

Q. Can you state that to be a fact? A. Well, Hutch¬ 
inson says he used approximately half of the 18,000 shares 
for the purpose of meeting the obligations he had created 
in developing the enterprise. So I assume that he had only 
about half that amount. 

Q. You mean Hutchinson says that in Part 1, in his 
statement which is Part 1, of Exhibit 27? A. Yes. 

Q. But that does not mean Hutchinson gave up his 
power to vote the stock that he gave up if he did? A. 
Well, he certainly gave up his power to vote some of it. 

Q. Do you know to whom Hutchinson gave half of the 
18,840 shares? A. No, but I know some of the people 
to whom he gave some of it. 

Q. How much can you account for? A. Well, he 
gave one thousand shares to Coudert Brothers, one thou¬ 
sand shares to Thomas Newhall, and it seems to me he gave 
some lesser amounts to other people. Perhaps some engi¬ 
neers working for him, as I recall it. 

Q. Was Ehle one of them? A. I believe Ehle got 
some shares. 

Q. When were the two blocks of 1,000 shares delivered 
to [6861] Coudert Brothers and Newhall? A. I don’t 
have anything before me that will indicate that. 

Q. Mr. Gunn, according to page 17 of Exhibit 51, the 
Commission’s accountant, Mr. Newlands, states that the 
certificates for the two 1,000 shares of stock that you have 
just referred to were issued in 1909. 

My information is that certificate number 30 for 1,000 
shares went to Newhall and No. 43, for 1,000 shares, went 
to Lorenzo Semple. Does that check with your informa¬ 
tion? A. Just a moment and I will see. 
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May I have that question, please! 

(Question read.) 

The Witness: Not necessarily. May I ask this: Those 
certificates referred to there are McCall Ferry Power Com¬ 
pany certificates, are they! 

By Mb. Hall : 

Q. That is right. A. I don’t think that has very 
much significance because this stock from the time it was 
first distributed was distributed, as I understand it, as 
voting trust certificates, and probably all this would mean 
here would be in exchange of voting trust certificates for 
McCall Ferry Power Company certificates. 

Q. Then, in that case, Mr. Gunn, control depended upon 
[6862] the voting trust, didn’t it! A. Yes, I would say 
that it did, or at least it was another agency which repre¬ 
sented the stockholders, as I recall for the period of con¬ 
struction under Fisk financing arrangements. 

I am not saying, however, that as an independent 
agency it has such control over the corporation. Don’t 
misunderstand me. 

Q. Who controlled the voting trustees under the vot¬ 
ing trust agreement, Mr. Gunn! A. Undoubtedly, as I 
understand it, Fisk did. 

Q. Why do you say “undoubtedly”, Mr. Gunn! A. 
Because Mr. Fisk says he did and Mr. Hutchinson says Fisk 
did. 

Q. And that is the basis of your statement, right! 
A. That plus all the other things we have talked about which 
relate to Fisk’s control. 

Tbial Examinee: That voting trust agreement was 

as of what date! 

Mb. Hall: As I understand it it was created Janu¬ 
ary, 1906. 

The Witness : As I recall it that is about the time. 
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Mr. Goldberg : January 20th is the date I think we 

used this morning. 

The Witness: A moment ago, when I mentioned where 
[6863] Hutchinson’s might have done, I missed one item. 
1,000 shares also were given to Lorenzo Semple. 

By Mr. Hall: 

Q. I think we had covered that. Those are the 
thousand shares that went to Coudert Brothers; isn’t that 
right, Mr. Gunn? A. Yes. 

Q. I believe you mentioned the fact that Mr. Dimock, 
Hutchinson’s father-in-law, was president of McCall 
Ferry Power Company. A. Yes. 

Q. During what period was he president? Wasn’t it 
from August 8, 1905 until the bankruptcy? A. No, be¬ 
fore that. He was president on August 8, 1905. 

Q. Was he the only president that McCall Ferry ever 
had? A. As I recall it, he was. 

Q. All right. A. Maybe we had better correct that 
last answer. Prior to August 8, 1905, when Dimock was 
elected president, there had been what I think I referred 
to as a dummy president prior to that. 

Q. McCall Ferry was created in April, 1905, and this 
dummy president you referred to served up until what 
date? A. As my records show it, until August 8, 1905. 

Q. When was Susquehanna Contracting Company 
[6864] incorporated? A. June 12, 1905. 

Q. What was the purpose of its incorporation? A. 
First to acquire or construct hydro-electric developments 
along the Susquehanna River; second, to do a general con¬ 
tracting business—third, to purchase, lease, and so forth, 
rights and interests in respect to real estate and water— 
fourth, to acquire and sell machinery, supplies, merchan¬ 
dise, and so forth—fifth, to acquire, use, and dispose of 
rights in respect to construction, manufactured, and so 
forth. Sixth, to acquire, pledge, and sell securities of any 
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corporation and to issue in exchange therefor its own secu¬ 
rities. 

Q. Did you get that from the certificate of incorpora¬ 
tion? A. Yes, sir, I believe that is where I got it. 

Q. Was Susquehanna Contracting Company created in 
connection with the project? A. Yes. 

Q. What was its particular function in connection with 
the project? A. It was the corporate medium through 
which the securities of McCall Ferry Power Company 
passed to the subscribers and other people who got them, 
and also through which the lands and water power rights 
passed from the people [6865] who owned them, to McCall 
Ferry Power Company. 

Q. Those are two sides of the same purpose, right— 
in other words, the securities passed for the property? 
A. Yes, as I understand it—for the property, and, of 
course, the cash which was raised from the subscribers. 

Q. In other words, it was acting as a vehicle in securing 
the property and distributing the securities? A. I sup¬ 
pose you could call it that. I don’t know what the legal 
significance was. 

Q. Why didn’t Hutchinson and the others pass their 
property directly to McCall Ferry? A. I don’t know. 

Q. At the time Susquehanna Contracting Company 
was formed, all the bonds had been sold. Right? I mean 
bond subscriptions had been obtained. A. Yes, I believe 
they had been obtained. 

Q. Do you know of any obstacle that existed which 
would prevent Hutchinson and the others from passing 
their property directly to McCall Ferry rather than going 
through Susquehanna Contracting Company? A. No, I 
personally don’t know of any. I assume there must have 
been a reason for its creation or they wouldn’t have created 
Susquehanna Contracting Company. 

Q. Did you ask Hutchinson or anyone else what the 
reason was? [6866] A. I don’t recall that I did. 

Q. Weren’t you ever interested in the reason for the 
creation of Susquehanna Contracting Company? A. As 
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a matter of curiosity I might have been. I noticed this 
about the study of the hydroelectric developments on the 
river: Apparently any time anybody got the idea that they 
wanted to develop a hydroelectric project they had Susque¬ 
hanna Contracting Company or its equivalent in the pic¬ 
ture. So I assume there must have been some reason for 
it. As you recall from Exhibit 26, Hutchinson had one, 
he didn’t call it Susquehanna Contracting Company, when 
he was first planning the development under the Dimock, 
Bertron and Barney underwriting. 

Q. Was that the contemplated company that Johnson 
had reference to in his letter which is part 4 of Exhibit 
27? A. Do you have reference to the particular part of 
the letter? 

Mb. Goldberg: Let us have the pending question. 

(Question read.) 

By Mr. Hall : 

Q. What I mean, Mr. Gunn, is did they follow, in cre¬ 
ating Susquehanna Contracting Company, the method con¬ 
templated by Mr. Johnson in his opinion? A. That is 
my understanding of it. 

Q. May we properly refer to Susquehanna Contracting 
[68671 Company as a “paper company”? 

Mr. King : May I ask what you mean by a “ paper 9 9 
company? 

Mr. Hall : What I have in mind, Mr. King, is what 
the company meant on page 3 of item “K” in this pro¬ 
ceeding where in the first complete paragraph they 
said, “It” referring to Susquehanna Contracting Com¬ 
pany “had a capital stock of only $500 and was a 
‘paper’ company which did no construction work and 
derived no profit. It was dissolved in April, 1910.” 

The Witness: In the sense it is described there you 
may refer to it as a paper company. My hesitancy was in 
describing it in this discussion, whether it might have had 
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some legal significance or purpose. I guess you could also 
call that paper. 

By Mb. Hall : 

Q. It is a fact, is it not, Mr. Gunn, that the temporary 
McCall Ferry Power Company bonds in the principal 
amount of $8,483,000 were first turned over to Susquehanna 
Contracting Company! 

The Witness: Will you read that for me, please! 

(Question read.) 

The Witness: What do you mean by ‘‘temporary 
bonds”, Mr. Hall! To what do they refer! 

[6868] By Mr. Hall: 

Q. What bonds did Susquehanna Contracting Company 
get from McCall Ferry Power Company under its contract 
with McCall Ferry under the contract which is Part 18 of 
Exhibit 27! In other words, were not temporary cer¬ 
tificates delivered by McCall Ferry to Susquehanna Con¬ 
tracting Company under that agreement! A. Perhaps 
they were temporary but I always looked upon them as be¬ 
ing the bonds of McCall Ferry Power Company. 

Q. As of what date were the bonds turned over to Sus¬ 
quehanna Contracting Company? A. It is my under¬ 
standing the bonds are dated June 15th. I have nothing 
before me to indicate that. 

Q. My impression is that they were turned over to 
Susquehanna Contracting Company on August 8, 1905. 
Will you check that! A. Yes, I will. 

Q. After the bonds were turned over to Susquehanna 
Contracting Company, it retained them until February 1908. 
Isn’t that so, except, of course, for the bonds issued to 
Harlow-McGaw! A. I think that is correct. 

Q. In February, 1908, part of them were issued for the 
first time to subscribers. Is that right! I am referring 
now to the non-deferred subscribers. [6869] A. Yes, I 
believe that is correct. 
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Q. And they had been held until February of 1908 be¬ 
cause they were not to be issued to the subscribers until 
fully paid for? A. Yes, that is correct. They had been 
pledged under the loan arrangement with Knickerbocker 
Trust Company. 

Q. There was no loan on the non-deferred subscribers ? 
A. Yes, that is right. I was mistaken about that. 

Q. The non-deferred subscribers, as I understand it, 
represented the principle amount of $1,895,000. A. That 
sounds correct. I can check it if you wish. 

Q. The balance of the bonds to the deferred subscribers 
were not issued until November 1908 or later, being held by 
Knickerbocker Trust Company? A. Yes, that is correct. 

Q. And they totaled $6,180,000 in principal amount? 
A. That is correct. 

• • • 

[6870] By Mr. Hall: 

Q. Am I correct in saying, Mr. Gunn, that you have 
included in your original cost claim certain amounts as rep¬ 
resenting the cash value of common and preferred stock 
issued by McCall Ferry Power Company in 1905? A. 
Yes, I believe that is correct. 

Q. What total amount have you included in Penn 
Water’s original cost claim as the claimed cash value of 
those securities? 

• • • 

The Witness : There is included in the claimed cost to 
Pennsylvania Water and Power Company an amount of 
$471,000, which represents the 18,840 shares valued at $25 
a share which was given to Hutchinson for his property. 

By Mr. Hall: 

Q. You mean the common stock was valued at $25 per 
share? A. Yes, sir. 

There is also included $25,000 representing 1,000 shares 
of common stock at $25 a share which was given to Harlow 
and McGaw in the acquisition of their rights. 

Did you want the bonds, also? 
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Q. If you would limit it to common and preferred stock 
[6871] right now I think it would keep the record straight. 
A. There was also included, I believe, an amount of $3,750 
representing 150 shares of common stock at $25 which was 
given in acquisition of the Pullen option. 

There is included also an amount of $199,570.31 which 
represents three-eighths of the total value of securities 
given to Harvey Fisk and Sons for their services. Those 
securities which Harvey Fisk and Sons received were 1,875 
shares of preferred stock, which for this purpose was valued 
at $50, 17,537% shares of common stock which was valued 
at $25 a share. 

As I recall it, I believe that is all. 

Q. What does that total, Mr. Gunn? 

• • • 

[6873] Mr. Hall: My information is that the total figure 
was $1,031,273.46. 

Mr. King : May I say we did some mathematics 
here and it indicates to us that that figure is approxi¬ 
mately correct. 

Trial Examiner: What is that figure, please? 
(Amount read by reporter.) 

The Witness: Yes, that is approximately the figure. 
By Mr. Hall: 

Q. What portion of the total figure that I have men¬ 
tioned represents incorporators’ shares? A. Ten shares, 
as I recall it. 

Q. $250? 

• • • 

[6874] The Witness: I think I can explain it, Mr. Exam¬ 
iner, if you will permit me. 

Trial Examiner: All right. 

The Witness: The way I made up the figure was by 
taking the stock valuation item in number 1 of Page 53 of 
Exhibit 26. 
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Trial Examiner: All right. 

The Witness: Plus the common stock item in number 
2 on that page, plus the common stock item in number 3 on 
that page, then I skipped to the bottom of the page and 
took the $199,570.31, and then from a different source I 
took an amount of $331,703.15 which is a calculation based 
upon the [6875] ratio of the exchange of bonds and stocks 
of Pennsylvania Water and Power Company related to the 
par value of the bonds of McCall Ferry Power Company 
which were outstanding, and the total comes out to be 
$1,031,273.46. But in order to make it that total I believe 
you have to add in ten of the qualifying shares which I did 
not mention and which are shown on Page 53. 

Mr. Hall: That agrees, Mr. Examiner, with my 
information. 

Trial Examiner: How is it you didn’t include the 
original cost to McCall Company so far as it related 
to preferred and common stock of McCall Company? 

The Witness: May I have the inquiry? 

(Question read.) 

The Witness: I don’t believe I quite understand the 
question, Mr. Examiner. I am sorry. 

Trial Examiner: You were asked how much of 
the original cost reflects the valuation placed on the 
preferred and common stock of McCall Ferry Power 
Company? 

The Witness: Yes. 

Trial Examiner: How much of that was included 
in the original cost statement of Pennsylvania Water 
and Power Company? 

The Witness: Yes, sir. 

Trial Examiner: All right. Now, in Exhibit 26, 
Pages 53 [6876] and 54 you have the original cost to 
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McCall Company of its preferred and common stock. 
Then when you answered the question you went over 
that list and picked out certain items and excluded cer¬ 
tain items. 

Why did you make that selection in order to get 
your $1,031,000 figure? 

The Witness: I understand. The items I excluded 
were not proper elements of capital cost and were not in¬ 
cluded in our claim for original cost as it was prepared and 
filed. 

Trial Examiner: Why is it with Penn Water and 
not with McCall? Why isn’t it so far as Penn Water 
is concerned and why is it original cost to McCall? 

Mr. Hall: I believe during the course of cross- 
examination we will develop what you are now trying 
to ascertain. 

■ Trial Examiner: All right. 

Mr. Hall: What I am saying, we will develop the 
calculations in detail. 

Mr. Goldberg: Do I understand the Examiner’s 
inquiry to be this: The statement on Page 53 of Exhibit 
26 is in part: “The original cost to McCall Company,” 
and the Examiner wants to know why it should not be 
“The original cost to Penn Water Company”? 

[6877] Trial Examiner: Well, to this extent: In deter¬ 
mining the original cost to Penn Water the witness 
has used the original cost to McCall Company of cer¬ 
tain blocks of these securities but not other blocks of 
the same types of securities. 

The Witness: The reason for that, Mr. Examiner, you 
are referring now to the items I excluded, the $332,617.19 
shown at the bottom of page 53, and the other two items, the 
two other items on page 54. The reason why those were 
not claimed as a part of the original cost either of McCall 
Ferry Power Company or Pennsylvania Water and Power 
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Company is because they were financing charge costs and 
were not properly included as a part of the original cost ex¬ 
cept to the extent that they enter into the determination 
of that figure of $331,703.15. 

Trial Examiner: Your heading is original cost to 
McCall Company for all those items. 

The Witness: Yes. Those items listed there are origi¬ 
nal cost to McCall Company, but the use of ‘ ‘ original cost 9 9 
there is not the same as the use and definition of original 
cost in the classification of accounts. 

Trial Examiner: You do not make that clear, do 
you, in your Exhibit? 

The Witness: Not at this particular point, but it is 
made clear in the original cost filing. 

[6878] By Mr. Hall: 

Q. Where is that mentioned in the original cost filing, 
Mr. Gunn? A. What do you mean by that? 

Mr. Hall: You said it was made clear in the origi¬ 
nal cost filing. 

The Witness : It is made clear in the original cost filing 
by the inclusion in Account 301, organization expense of 
the amount of $331,703.15. 

By Mr. Hall: 

Q. Do you show a separate amount for each of the 
other items making up the total? A. Total of what? 

Q. $1,031,273.46. 

The Witness: May I have the question, please? 
(Question read.) 

The Witness: Yes, sir, they are shown on pages 53 
and 54 of Exhibit 26. 

By Mr. Hall: 

Q. Item “K”, Mr. Gunn, is Penn Water’s original cost 
claim filed in 1940. Is that right? A. Yes. 
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Q. Where in Item “K” do yon show the breakdown of 
this total figure we have been talking about? A. You 
mean of the $1,031,273.46? 

[6879] Q. Yes. A. No, that breakdown is not shown in 
the original cost filing, but the results of it are included 
in the original cost filing. 

Q. As a matter of fact, Mr. Gunn, Item “K” doesn’t 
indicate within its covers that cash value is claimed for 
common and preferred stock. Isn’t that so? A. That 
very well may be true. Item “K” indicates what the Fed¬ 
eral Power Commission requested that Item “K” should 
indicate. We had an elaborate set of specifications as to 

what should be put in Item “K”. 

• • • 

[6881] Trial Examiner: Why didn’t you pick up the 
$93,750, and the $438,437.50? 

The Witness: I did not for the reason that Fisk stated 
that three-eighths of the total amount of $532,187 was for 
management services, and under the classification of ac¬ 
counts management service is a proper capital cost. 

He stated that five-eighths of that total figure was for 
banking service, and it is my understanding that the bank¬ 
ing services were not proper capital items under the uni¬ 
form system of accounts. 

• • • 

[6882] Trial Examiner: You have an item of $532,187.50 
under number 4. 

The Witness: Yes, sir. 

Trial Examiner: You have got it under original 

cost. 

My question is why include the total figure if you 
say five-eighths of it is not includable? 

The Witness: Mr. Examiner, this tabulation on page 
53 is not our claim for original cost. It is merely put there 
for the purpose of setting forth everything that McCall 
Ferry got in exchange of securities. 
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Now, one of those things they got was banking services. 
Banking services is not a proper part of original cost and 
the division is here made for the purpose of excluding it 
from the cost. 

• • • 

[6884] The Witness: Are you asking me now the date of 
the issuance of the stock or the date of the commitment to 
issue it? Which are you asking? 

By Mb. Hall : 

Q. Date of the issuance of the stock? A. I don’t 
have that information before me. 

Q. Give me the date of the commitment. 

Mr. Gunn, is not the date of the transaction for all of 
the stock you have listed June, 1905? A. Yes, I think the 
commitments were made in that month. 

Q. And that applies to the stock issued to Bertron, 
Storrs and Griscom and Lee, Higginson and Company 
shown at the top of page 54 of Exhibit 26? A. Yes, sir, 
I think that also applies to that. 

• • • 

[6886] Q. Mr. Gunn, have you indicated why 1,000 shares 
of common stock was given to Harlow-McGaw? A. It 
was part of the consideration which Harlow-McGaw re¬ 
ceived for his water power rights, lands, canals and other 
things of value he held on the river and turned over to 
Susquehanna Contracting Company through Harvey Fisk 
and Sons. 

Q. Why did Pullen get 150 shares ? A. That was, as 
I understand it, in purchase of the option that he held over 
Harlow-McGaw’s property. 

Q. That payment to Pullen was in the nature of a 
nuisance payment, wasn’t it? A. I wouldn’t say so, no, 
no more than a nuisance payment on anything else you buy 
that you want. 

Q. It was to get Pullen out of the way so that they 
could proceed? A. It was to acquire Pullen’s option 
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which he held on Harlow-McGaw’s property. You can call 
it whatever you please. That is what it was. 

• it 

[6887] Q. What do you say the purpose was for Harvey 
Fisk and Sons receiving 1,875 shares of preferred stock? 
A. That was part of their compensation for the manage¬ 
ment and banking services they rendered. 

Q. And the basis for that statement is what? [6888] 
A. Fisk affidavit. 

Q. Does that also apply to the 17,537% shares of com¬ 
mon stock which you assigned to Fisk? A. Yes, sir. 

Q. What does the payment of 5,000 shares of common 
stock to Lee, Higginson and Company represent? A. 
Banking services and obtaining subscriptions to bonds and 
the underwriting. 

Q. Did you include in your claim of original cost any 
cash value for the bonds which were issued by McCall 
Ferry? A. Yes, sir. 

Q. In what total amount? Is it $225,000? A. Yes, 
sir, $225,000. That was issued in acquisition of the Harlow- 
McGaw properties. 

Q. What does that amount to in terms of cash value 
per bond? A. $900 per bond. 

Q. Did you attempt to determine the cash value of the 
common and preferred stock? A. McCall Ferry common 
and preferred stock? 

Q. That is right. A. Yes, sir. 

[6889] Q. In other words, you attempted to proceed in 
accordance with Electric Plant Account instruction 3-D? 
A. Yes, sir, I undertook to comply with that requirement. 

Q. And you construed that as a requirement that the 
cash value of the securities be determined? A. Yes, if 
they could be determined. 

Q. What do you understand by cash value of secu¬ 
rities? A. I understand it to mean their cash value. 

Q. It is, is it not, the amount of dollars that could be 
received from a willing purchaser at the time of the trans- 
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action in which the securities passed? A. Yes, I would 
say that is a definition of it. 

Q. If no one is willing to pay cash for the security 
it has no cash value. Isn’t that right? A. Yes, that 
would seem to follow. 

Q. The cash value is not what may be secured at some 
time in the future. Is that right? A. May I have that 
question? 

(Question read.) 

The Witness: You mean the cash value at a given 
time is not the cash value, the cash that could be received 
at some time in the future? 

By Mr. Hall: 

Q. That is correct. [6890] A. I think it is correct 
that it is not. 

• • • 

By Mr. Hall: 

Q. Did you, during your original cost study, obtain 
affidavits from Cary T. Hutchinson, Pliny Fisk, George C. 
Lee, and James E. Hopkins for the purpose of assisting you 
in placing a value on the McCall Ferry Power Company 
common stock? A. Yes, that was one of the purposes 
for which those affidavits were secured. 

Q. Do the affidavits to which I have just referred com¬ 
prise parts 1, 9, 8, and 24 of Exhibit 27? [6891] A. Yes, 

sir. 

Q. On Page 52 of Exhibit 26 I believe you point out 
that the individuals who signed these affidavits arrived at 
their valuation of the common stock in question, “by means 
of a valuation of services rendered.” Is that correct? 
A. Where does that occur? 

Q. Your exact statement at the bottom of Page 52 and 
top of Page 53 is as follows: “Inasmuch as the foregoing 
values for the stock were arrived at by means of a valua¬ 
tion of services rendered, it was necessary to establish one 
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value for the stock in order to determine the cost of these 
services to the company.” A. Yes, sir, it so states. 

• • • 

[6S94] By Mb. Hall: 

Q. Mr. Gunn, will you refer to transcript pages 6890 
and 6891? A. Yes, sir. 

Q. As is there shown you have recognized that the 
method utilized by Fisk, Hutchinson and others in their 
affidavits is not proper for the purpose of arriving at the 
cash value of the common stock at the time of the trans¬ 
action. Isn’t that so? 

Mr. King: May we have the question read, please? 

(Question read.) 

The Witness: No, sir, that is not correct. 

By Mr. Hall: 

Q. Didn’t the individuals to whom I have referred 
value services rather than the stock? A. They valued 
services as the only means of arriving at the value of the 
stock under the circumstances which existed in that case. 

Q. Didn’t you recognize in that statement that [6895] 
Instruction 3-D required determination of cash value of 
stock and not services? 

Mr. King: You mean the statement on page 6891? 

Mr. Hall : That is correct. 

The Witness: It was not my intention to take any 
such recognition of it. My understanding of Instruction 
3-D as explained before yesterday, is that it was neces¬ 
sary—or I had better say, as I have already explained, 
too,—that there was some uncertainty in my mind about 
it. 

Instruction 3-D seems to me to require obtaining a 
cash value for the stock at the time it was given. 

Now, if it be freely traded in the market, and the 
market afforded a basis for valuing the stock directly, that 
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would have been one way of doing it. But that was not 
the situation in the case of McCall Ferry Power Company, 
and in order to value it it was necessary to value the thing 
for which the stock was exchanged, in this case, in the case 
of Lee, Higginson, at least, it was services. 

In the case of Bertron it was services. In the case of 
Harvey Fisk and Sons it was services. In the case of 
Hutchinson it was both property and services. 

By Mb. Hall: 

Q. Generally, what kind of services did Bertron’s firm 
render? A. Financial services in raising the money. 
[6896] Q. In view of what you have just said what did you 
mean when you stated at the bottom of page 52 and at the 
top of page 53 in Exhibit 26 as follows: 

“ Inasmuch as the foregoing different values for 
the stock were arrived at by means of a valuation of 
services rendered, it was necessary to establish one 
value for the stock in order to determine the cost of 
these services to the company”? 

The Witness: Will you read that, please? 

(Question read.) 

The Witness: I meant precisely what I explained in 
my previous answer. 

By Mb. Hall: 

Q. Isn’t it a fact that neither Hutchinson, Fisk, Lee, 
nor Hopkins at any place in their affidavits claim that the 
values they have assigned represent cash value of the com¬ 
mon stock at the time of the transaction? 

The Witness: May I have that question? 

(Question read.) 

The Witness: No, I don’t think that is a fact. 

By Mb. Hall: 

Q. Will you refer to those affidavits and point out 
where they say that they are determining the cash value 
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of the common stock as used in Instruction 3-D, of Electric 
Plant Accounts ? A. You cannot find those precise words 
used in there, but the affidavits obviously are doing that, 
taken as a whole. 

[6897] For instance, in the Lee affidavit at one point he 
said that it was his opinion that if the firm of Lee, Higgin- 
son and Company, immediately following the time they re¬ 
ceived that stock, were going to add or eliminate a part¬ 
ner, thus necessitating a division of the assets, that they 
would have based that division upon $25. a share, or upon 
the stock having a value of $125,000 one or the other. That 
is what I mean by saying that the affidavit was determin¬ 
ing the cash value of the services or the stock. 

Q. Does that mean that Mr. Lee was saying that the 
stock could be sold to a willing purchaser for that amount 
of cash at the time of the transaction? A. That is what 
it means to me. 

Q. Was any stock sold for cash at the time of the 
transaction? 

Mr. King: At the time of what transaction? 

Mr. Hall: Transaction pursuant to which the 

common stock was issued. 

The Witness : You are speaking of common stock now, 
are you? 

By Mr. Hall : 

Q. Yes. A. Not so far as I know. I could find no 
record of cash sale at that time. However, that doesn’t 
prove it couldn’t have been sold by any manner of means 
if they tried. 

[6898] Q. Nor does it prove it could have been sold? A. 
That is right. The only reason I have for believing it could 
be sold at that price is the fact Mr. Lee states in his 
affidavit. 

Q. How do you explain the fact that if the stock could 
have been sold for cash it was not? A. Because people 
who had it wanted to hold it and sell it for a bigger cash 
price. That is obvious. 
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Q. Why didn’t McCall Ferry get cash from anybody 
at any time? A. Because they got services. 

• • • 

[6899] Q. Are you accepting the responsibility for the de¬ 
termination of the cash value of the securities here in issue? 
A. May I have that question, please? 

(Question read.) 

The Witness: Yes, to the extent it was necessary to 
make a determination I had a part of the responsibility and 
Mr. O’Connor had the other. 

I would like to explain what that responsibility con¬ 
sisted of. 

By Mr. Hall: 

Q. Yes. [6900] A. It consisted of taking the evi¬ 
dences of value, which are mentioned in Exhibits 26 and 
27, and selecting, based upon those, a figure at which the 
stock would be valued for the purpose of the original cost 
claim. 

What I am seeking to explain is that I could not, 
myself, make a valuation of stock as a financial expert 
would do it. 

Q. Did Mr. O’Connor make the valuation as an ex¬ 
pert? A. No, I don’t think he did. I think the people 
who actually made the valuations were Lee, Fisk, Hutchin¬ 
son, and those people. 

Q. What is the division of responsibility between you 
and O’Connor in so far as the determination is concerned? 
A. I don’t know just how to describe it. Mr. O’Connor 
was my superior in the company at that time and he had 
considerable knowledge and experience in financial matters, 
and I discussed the evidences we had of value with Mr. 
O’Connor and also company counsel. 

Q. What experience had Mr. O’Connor had in financial 
matters? A. He had been secretary of the company for 
a long number of years and had been largely responsible 
for the handling of the company’s financial affairs. 
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Q. Did that involve the valuing of common stock or any 
stock? A. I don’t know. It involved buying and selling 
stocks [6901] as investment for the company so I guess you 
could call that a valuation. 

Q. It involved buying and selling as distinguished from 
valuation of stock? A. It seems to me when you buy 
something you value it, don’t you ? 

Trial Examiner: Don’t give argumentative an¬ 
swers. 

The Witness: I was trying to answer. I didn’t mean 
to be arguing about it. What I was trying to indicate is 
that when a person makes up his mind to buy, and decides 
to buy, a share of stock it seems to me he is then and there 
valuing it. 

By Mr. Hall: 

Q. Will you specify in detail, Mr. Gunn, just what Mr. 
O’Connor’s responsibility was in connection with determin¬ 
ing the cash value of the common stock of McCall Ferry 
Power Company? A. I don’t know how to specify it. 
It was what I have described to you and the value was 
arrived at in the way I have described it. 

Q. For instance, who determined that the cash value 
of the common stock was $25? A. It was determined 
jointly by Mr. O’Connor and myself and by company 
counsel. 

Q. Now you have brought into the picture a third 
party. [6902] A. No, I mentioned a few moments ago 
that the discussions relating to the proper value of this 
stock was had between Mr. O’Connor, company counsel 
and I. 

Q. Who selected the figure of $25? A. I suppose I 
had as much to do with it as anybody else. 

Q. Does that mean that you selected the figure of $25? 
A. I think you can take it to mean that. 

Q. Do you mean by your testimony that you checked 
your figure with Mr. 0 ’Connor and company counsel? A. 
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I mean we all sat down and discussed it together numerous 
times. I can’t say that I had absolute responsibility for it 
in that if I had picked a different figure that Mr. 0 ’Connor 
couldn’t have caused me to change it. 

Q. But he didn’t cause you to change it! A. No, he 
did not. 

Q. Was $25 the only figure you ever picked? 

Mr. King: You mean picked or considered, Mr. 

Hall? 

Mr. Hall: We will make it “considered.” 

The Witness: No, it was not the only figure I con¬ 
sidered. I considered figures up as high as $30 and $35. 

By Mr. Hall: 

Q. And as low as what? A. I don’t recall that I 
considered any any lower than $25. 

[6903] Q. That means any figure you had lower than $25 
you necessarily rejected? A. It also means any figure 
I had above $25 I rejected. 

Q. When did you make your cash value determination 
of $25 ? A. I don’t recall the date but shortly before the 
original cost study was completed. 

Q. And that would be when? A. Probably early in 
1940. I believe we filed the original cost study, as I recall 
it, in May of 1940. 

Q. Mr. Gunn, I don’t remember your stating in your 
qualifications and experience that you have had any ex¬ 
perience in determining the cash value of securities. Will 
you please state what experience you had prior to this 
proceeding? A. You mean in valuing securities? 

Q. Yes. A. None, practically none. I bought a few 
securities and I sold a few, but my knowledge of it is no 
more than just the knowledge of a layman. 

Q. I believe you have indicated that in determining 
cash value of securities there were no market prices avail¬ 
able to you at all? A. That is right. I couldn’t find any. 
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Mr. King: You are talking about McCall securi¬ 
ties? 

Mr. Hall: Yes. 

[6904] The Witness: And McCall common stock also? 

Mr. Hall: Yes. 

The Witness: All right. 

By Mr. Hall: 

Q. Do you know why there were no market quotations 
available? A. No, except the people who held the com¬ 
mon stock didn’t want to sell it. That is the only reason 
I could give. That was certainly true of Harlow. He so 
testified. 

Q. In other words, none of the securities ever reached 
the market? A. That is my understanding of it, if by 
“market” you mean a place where they are generally 
bought and sold. 

Q. And that applies to both common and preferred 
stock? Right? A. So far as I could determine it applies 
to both. 

Q. Did you determine the cash value of the bonds as 
well as the common stock? A. Well, to the same extent 
I determined the value of the common stock I determined 
the value of all of them. 

Q. What was the cash value you assigned to the bonds? 
A. $900 per $1,000 bond. 

• • • 

[6906] Q. As of what date is $25 the cash value of McCall 
Ferry common stock? A. I would say at about the same 
date. Of course, it was the amount of it that was to go for 
the various services, the commitment for that was made 
early in March. 

Q. 1905? A. Yes. Also, the prospectus on which 
the project would be built and financed was dated early in 
March. It would seem to me there would be no difference 
in the date of valuation between March and June. 
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Q. At what date did you fix it? A. I didn’t have 
in mind any specific date. I simply had in mind about 
those dates we have been discussing. As a matter of fact, 
the only thing I did in fixing the value of a stock was simply 
to take the valuations fixed by other people and judge what 
appeared to me to be a reasonable figure based upon all 
those valuations. For that reason it was not necessary 
for me to have in mind any particular date other than the 
fact that I was valuing the stock at the beginning of the 
enterprise. 

Q. In other words, you weighed the evidence available 
to you and arrived at the $25 valuation and the $90 valua¬ 
tion? A. That is right. 

Mr. King: Did you say $90? 

[6907] Mr. Hall: $900. 

The Witness: And the $900 you speak of applies to 
the bonds. 

By Mr. Hall: 

Q. Yes. In other words, the date for the common was 
between March and June of 1905? A. Yes, I would say 
that. 

Q. As of what date is $50 the cash value of the McCall 
Ferry preferred stock? A. The same date. 

Q. Would you say that the $900 received for the bonds 
is based upon the cash received for the bonds? A. May 
I have that question, please? 

(Question read.) 

By Mr. Hall: 

Q. In other words, would you say that it is based upon 
the evidence of the cash received for the bonds? A. In 
part, yes. 

Q. What else was the $900 valuation based upon? A. 
Well, it was based upon the fact that Harvey Fisk had the 
right or the obligation, as Fisk described it, to repurchase 
the bonds at 900, and it was based upon Harlow’s testi- 
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mony that while he didn’t know whether he could sell the 
bonds for 900 that he would not sell them for less than 
1,000, and based on the fact that Bertron, Storrs & Gris- 
com, as I [6908] recall, when they entered them in their 
records entered them at 90. 

Q. Do you know the date of Harlow’s statement? A. 
The latter part of 1906, I believe, and it is also a fact that 
when Mr. Harlow gave that testimony, in which he made 
that statement, that he was testifying in a situation where 
it would be in his interest to have stated the minimum figure 
he could for those bonds. 

Q. That is your own interpretation of the issues in the 
case. Is that right, Mr. Gunn? A. Well, it is my in¬ 
terpretation of it but it seems a rather obvious interpre¬ 
tation. 

Trial Examiner: Where is that, Mr. Witness? 

The Witness: Beg your pardon? 

Trial Examiner: Where is included Harlow’s tes¬ 
timony? 

Mr. King: Item 21 of Exhibit 27. 

By Mr. Hall: 

Q. Referring to Exhibit 26, page 47, paragraph 2, isn’t 
it a fact that Mr. Harlow indicated in his testimony that 
he couldn’t get $90 cash for the bonds? A. He said he 
did not think he could. 

[6909] Q. Nevertheless, he said he was not willing to part 
with it for less than $100, is that right? A. Less than 
one thousand. 

Q. Because he was thinking in terms of its future worth 
to him? A. I don’t know what he was thinking of. 

Q. When you use 90 your reference is to $100 and 
when you refer to $900 the relationship is to $1,000. Is 
that right? A. Yes, always speaking of the bonds. 

Q. In other words, bonds are usually recorded on the 
basis of $1,000 or $100 units? A. Yes. 
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Q. Isn’t it a fact that when the bonds, preferred and 
common stocks were issued the cash received for the bonds 
was the only cash received for any of the McCall Ferry 
Power Company securities? 

The Witness: May I have that question, please? 

(Question read.) 

The Witness: Yes, I believe that was the only cash 
received, but it was not the only thing of value received. 

By Mb. Hall: 

Q. In your opinion? A. In my opinion, yes, sir. 

Q. If, as you say, the preferred stock had a cash value 
[6910] of $50 can you explain why it was not sold at that 
price rather than being issued as bonus stock? A. Well, 
it seems to me there were several reasons. 

Q. Such as? A. The people who had the money 
which was sought for the purpose of developing the prop¬ 
erty, when they subscribed to that bundle of securities, and 
I refer to the $1,000 bond and the $450 or $500 worth of 
preferred stock, they were doing two things: 

They were parting with $900 in cash and they were 
then and there assuming a very substantial risk of losing 
it, and those two together seemed to me to be the reason 
why it was necessary to furnish preferred stock which did 
have a value with the bonds in order to make the trans¬ 
action. 

Q. The assumption of risk, Mr. Gunn, applied both to 
the bonds and stock? A. Yes, to be sure. It applied to 
everything. The risks applied to the enterprise. 

Q. But the assumption of risk as to the bonds was of 
a lesser degree. Is that right? A. The assumption of 
risk as to the bonds was less than the risk on other se¬ 
curities. 

Q. Do you know why that was so? A. By the pref¬ 
erences, I suppose. 

Q. That was because it was secured by the property. 
Is [6911] that right? 
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Mb. King: You mean the bonds were secured by 
the property. 

Mb. Hall: Yes. 

The Witness: That is what I had in mind when I men¬ 
tioned the preferences. 

By Mr. H all: 

Q. But there was nothing at all which would modify 
the risk of the preferred? 

The Witness: May I have that question? 

(Question read.) 

The Witness: I don’t believe I understand what you 
mean. 

By Me. Hall: 

Q. Well, there was no protection to the preferred stock 
as in the bonds? A. Not as much but there was the same 
protection to that preferred stock as there is to any other 
preferred stock. 

Trial Exa miner: As of the time the preferred 
was issued all property owned by the company in 
toto was not equal to the face value of the bonds. Is 
that true? 

The Witness: May I have that question? 

(Examiner’s question read.) 

The Witness: It seems to me, Mr. Examiner, McCall 
Ferry Power Company thought it was. 

Mr. Hall: What is that answer, please? 

[6912] By Mr. Hall: 

Q. Then, Mr. Gunn, why is there a discount on the 
bonds involved? A. Because of the risk of the enter¬ 
prise. 

Q. But if the value of the property was the equivalent 
of par, they should have gotten par for the bonds. Is that 
right? A. I think there is some confusion here. The 
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Examiner asked me a question referring merely to the par 
value of the bonds. Now we seem to be discussing the 
value of the total securities outstanding. 

Q. But if there was an equivalence between the bonds 
and the property they nevertheless should have gotten par 
for the bonds. Is that right? 

The Witness: May I have that question, please? 

(Question read.) 

The Witness: I don’t know, but I shouldn’t think so. 
By Me. Hall: 

Q. What was the outstanding capitalization of McCall 
Perry Power Company as of June, 1905, in toto? 

Mb. King: Was that question the capitalization of 

the Company or the outstanding securities? 

Me. Hall: Outstanding securities is what I had 

reference to, Mr. King. 

The Witness : It seems to have been between seventeen 
[6913] and eighteen million dollars. 

Trial Examinee : Can you break that down into 

bonds and the two classes of stock? 

The Witness: Yes. There were $8,483,000 principal 
amount of bonds; $4,116,500 principal amount of preferred 
stock, $4,999,000 shares of common stock. I suppose that 
common stock should be five million dollars because the 
missing shares are the qualifying shares from the figure I 
gave you. That should be five million dollars. 

By Mr. Hall: 

Q. The total of that is approximately $17,500,000. 
A. Yes, sir. 

Tbial Examinee: Where did you get that data? 

The Witness: Page 41 from the agreement between 
McCall Ferry Power Company and Susquehanna Contract¬ 
ing Company at the top of the page. 
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By Mr. Hall: 

Q. Mr. Gunn, what property did McCall Ferry Power 
Company own at that time which could be used to satisfy 
claims totalling ITV 2 million dollars? 

Mb. King: If your Honor please, I object to the 
form of the question. I think this witness has indi¬ 
cated he is not a lawyer. He can indicate what prop¬ 
erty they had, but the balance of the question calls for 
a legal conclusion. 

Trial Examiner: Read the question, please. 
[6914] (Question read.) 

Trial Examiner: I think the witness can answer 
that question. Objection is overruled. 

The Witness: It seems rather obvious to me that they 
didn’t own enough to satisfy any such claim as that. 

By Mr. Hall: 

Q. How much do you think they owned, Mr. Gunn? 
A. I think they owned enough to support the valuation that 
I have placed on the bonds, the preferred, and the common 
stock. 

Q. Are you saying that the property which passed to 
McCall Ferry Power Company had a valuation of seventeen 
million dollars? A. No, sir. 

Q. How much did it have? A. I don’t know [that] I 
valued it. But the value that I placed on the securities is 
what we have been discussing this morning, $900 for the 
bonds, $50 for the preferred stock and $25 for the com¬ 
mon stock. 

Q. And the value for the preferred and common is 
based upon the valuation of services and not property. Is 
that right? A. That was the means by which we ar¬ 
rived at the value of the shares, yes, in part. It was also, 
in part, on the property. 
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[6915] Trial Examiner: Mr. Witness, if yon applied yonr 

valuation to the capitalization yon gave a moment ago, 

what would yonr result be? 

The Witness: You would get nine-tenths of the bonds, 
one-half of the preferred stock, and a quarter of the com¬ 
mon stock. 

By Mr. Hall: 

Q. You are saying that the value of the securities is 
represented by services and not property. Is that right? 

The Witness: May I have the question, please? 

(Question read.) 

The Witness: No, I don’t think that is what I am say¬ 
ing. 

By Mr. Hall: 

Q. What are you saying? A. I am simply saying 
that because of the peculiar circumstances here it was neces¬ 
sary in arriving at the dollar equivalent of the stock to 
value services exchanged in certain transactions because 
that was the only evidence of it. But it doesn’t follow 
from that that the valuation so placed upon it arises out 
of the services, at least not totally out of the services. 

Q. What property did Lee, Higginson and Company 
transfer to McCall Ferry for the securities they received? 
A. I don’t think they transferred any property. They 
[6916] rendered services for the securities they received. 

Q. How about Harvey Fisk and Sons? A. I think 
the same thing is true of Harvey Fisk and Sons, except in 
addition to financing services he rendered managing serv¬ 
ices. 

Q. That is your contention? A. Yes, sir, that is 
what Mr. Fisk says. 

Q. How about Bertron, Storrs and Griscom? A. I 
t hink they rendered largely financial services. 


840 


Donald Gunn, Cross 


Q. What property did the bondholders who received 
the bonus preferred stock transfer to McCall Ferry Power 
Company? 

The Witness: May I have that, please? 

(Question read.) 

The Witness: They transferred cash and assumed 
risks. 

By Mr. Ball: 

Q. And that necessarily means they transferred no 
property? A. What do you call property? 

Q. Except for the cash. A. Yes, I suppose the cash 
is the only tangible property they transferred, but they ren¬ 
dered a valuable service to the enterprise in the shape of 
assuming the risk in parting with their $900. 

Q. It is a fact that the only two individuals who [6917] 
transferred property to McCall Ferry were Hutchinson and 
Harlow-McGaw. Right? A. What do you mean by 
“property” in that question? I thought we decided a mo¬ 
ment ago that money was property. 

Q. With that qualification. 

The Witness: Now may I have the question? 

Trial Examiner: Yes. 

(Question read.) 

Mr. King: You mean at the time of the early de¬ 
velopment and issuance of the securities? 

Mr. Hall: June, 1905. 

The Witness: Yes, as I recall all the property came in 
through those two individuals. 

By Mr. Hall: 

Q. What do you claim, Mr. Gunn, is the total original 
cost of McCall Ferry as of June, 1905? 

The Witness: May I have that question, please? 
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(Question read.) 

The Witness: Yon mean cost of, or cost to? 

By Mb. Hall: 

Q. What do yon claim the total original cost of the 
McCall Ferry Power Company property is as of June 1905? 
A. Yon are speaking now of these two property transac¬ 
tions ? 

Q. No, I am speaking of all property which McCall 
[6918] Ferry Power Company had as of the date of June, 
1905. A. I don’t know. I never computed it. If yon 
want to know what the claimed original cost of the Hutch¬ 
inson and Harlow-McGaw transactions are, I can tell yon 
that. I didn’t make a determination as of 1905. 

Q. Wasn’t that one of the determinations yon had to 
make in reaching your conclusion in this case ? A. Not if 
I understand your question it was not. 

Q. Just what did yon understand my question to mean? 
A. I thought you were asking me what was the total original 
cost of McCall Ferry Power Company in June of 1905. 

Q. Up to that date. That is what I was asking you. 
A. I told you that I had not computed the cost as of that 
date, or at least I do not have it before me now. 

Q. Will you enumerate what property McCall Ferry 
Power Company had as of June, 1905, in general terms? 
A. What do you mean by 4 ‘property”? Are you including 
the money in it now or not? 

Q. Yes, I am including the money. A. Well, they 
had the property they obtained from Hutchinson. They 
had the property they obtained from Harlow-McGaw. They 
had $6,400,000,1 believe it was, that had been raised to con¬ 
struct the project. 

Q. That is the loan you are talking about from Knick¬ 
erbocker Trust Company? [6919] A. No. They had 
available to them the proceeds of the bonds that had been 
subscribed to. 
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Q. All right. A. And they had a very great in¬ 
tangible element of property, shall we say, in the fact they 
had the financing assured and all the water power rights 
necessary to go ahead and complete the project. 

Q. What original cost did you put on Hutchinson’s 
properties at the time of their transfer to McCall Ferry 
Power Company? 

The Witness: May I have the question, please? 

(Question read.) 

The Witness: $1,221,000. 

By Mr. Hall: 

Q. What original cost did you put on the Harlow- 
McGaw properties at the time of their transfer to McCall 
Ferry Power Company? A. $450,432. 

Q. What original cost, if any, did you put on the Pullen 
transaction? A. $13,772.22. 

Trial Examiner: Where does that come in the list 
of things you gave a moment ago? Is that among the 
intangibles or is that something which was omitted? 

The Witness: I think that is something we missed a 
[6920] moment ago, but it should have been included, Mr. 
Examiner. 

Do you want the other things of value they got? 

Mr. Hall: I beg your pardon? 

The W 7 itness: Do you want the other things of value 
they got? 

By Mr. Hall: 

Q. I will ask you the questions as we go along, Mr. 
Gunn. 

Whiat did 90 per cent of the bond subscriptions amount 
to dollarwise? The bond subscription according to my in¬ 
formation, Mr. Gunn, was $8,075,000. 

Trial Examiner: As of June, 1905? 
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Mr. Hall : Yes. 

Trial Examiner: Were there any deferred sub¬ 
scriptions still outstanding at that time? 

Mr. Hall : They were all sold at 90, Mr. Examiner, 
because of the loan arrangement which had been made 
with Knickerbocker Trust Company. 

Trial Examiner : All right. 

Mr. Hall: In other words, Knickerbocker Trust 
Company advanced funds- 

Trial Examiner: Against the deferred subscrip¬ 
tions? 

Mr. Hall: Yes. 

Trial Examiner: On the basis of $100? 

Mr. Hall: On the basis of 90, less the initial 
[6921] advancement made by the subscribers them¬ 
selves. 

The Witness: May I have the question, please? 

(Question read.) 

The Witness: $7,267,500. 

By Mr. Hall : 

Q. Mr. Gunn, by adding the amounts of $13,772, the 
$1,221,000, the $450,000, and the $7,267,000, we arrive at a 
total of $8,951,772, which represents all the physical prop¬ 
erty or cash available to McCall Ferry Power Company at 
June, 1905. Is that right? 

The Witness: May I have the question, please? 

Trial Examiner: Yes. 

(Question read.) 

The Witness: Yes, it represents it in the form of 
original cost, but that doesn’t seem to me to represent all 
the assets of McCall Ferry Power Company. 
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By Mr. Hall: 

Q. What other assets, Mr. Gunn, do you have in mind 
which could be sold for cash? A. You mean McCall 
Ferry Power Company could sell for cash? 

Q. That is right. A. Water power rights. 

Q. The water rights you refer to are included in the 
Harlow-McGaw and Hutchinson properties. Is that right? 
[6922] A. Yes, but there is a vast difference in the value 
of water power rights sold as separate parcels or small 
groups of parcels than it is when you bring them together 
and have assured financing and an assured market. At 
least I am told there is a difference. I am not a water- 
rights expert, but at least that is my understanding of it. 

• • • 

[6923] By Mr. Hall: 

Q. Mr. Gunn, you were talking about selling the prop¬ 
erty in your last answer in connection with its being a suc¬ 
cessful enterprise at the time of sale. Is that right? A. 
Let’s have the answer read. I am not aware I proposed to 
sell it. 

Trial Examiner: Read the answer, please. 

(Answer read.) 

The Witness : If you note there I was not suggesting a 
sale by McCall Ferry Power Company. The word “sale” 
used in [6924] that question refers to Hutchinson and Har¬ 
low and McGaw’s sale to McCall Ferry Power Company. 

By Mr. Hall: 

Q. In other words, you are talking in terms of value 
of a successful enterprise based upon prospective earnings? 

Mr. King: You mean solely based upon prospec¬ 
tive earnings, Mr. Hall? The question is a little am¬ 
biguous. 

Mr. Hall: Will you answer the question, Mr. 

Gunn? 
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Trial Examiner: Read the question, please. 

(Question read.) 

Mr. King : I object to the question on the ground 
it is ambiguous, if Your Honor please. 

Mr. Goldberg: To counsel? 

Mr. King: Yes. 

Trial Examiner: What is ambiguous about that? 

The Witness : The thing ambiguous to me is that in a 
successful enterprise the earnings are not prospective. That 
is one thing ambiguous about it. 

By Mr. Hall: 

Q. And it is earnings that give it value? A. Beg 
your pardon? 

Q. It is the earnings that give it the value? A. I 
don’t know you could say it is the sole reason for its hav¬ 
ing a value. If it had no prospect of having any earnings 
then it wouldn’t have very much value. 

[6925] Q. Now, Mr. Gunn, what did the bondholders get in 
the foreclosure proceedings—strike that, please. 

What was paid in the foreclosure proceedings for the 
McCall Ferry Power Company property? 

Mr. King : I object to that question as being wholly 
irrelevant and immaterial. 

Trial Examiner: On what grounds? 

Mr. King : To establish the value in 1905. 

Trial Examiner: When was this foreclosed? 1909? 

Mr. King : A number of years later, 1909 or 1910. 
I don’t recall the exact date. 

Trial Examiner: The project then was still uncom¬ 
pleted? 

Mr. King: Yes, sir. 

Trial Examiner: The objection is overruled. 
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The Witness: Will you read the question, please? 

(Question read.) 

The Witness: $2,000,000, I think, was one of the pay¬ 
ments. Then, of course, there was an exchange of securi¬ 
ties. I don’t know just which one of those things you 
would call payment in the foreclosure proceedings. I don’t 
think that has any significance because when Barnum went 
in to bid the property, as I recall it, he was authorized by 
the bondholders’ committee that if there was a competitive 
bid made to bid up to the face value of the bonds plus ac¬ 
crued interest plus all expenses that had been incurred up 
to that time. 

[6926] By Mr. Haul.: 

Q. How much is that? A. I don’t know offhand. 

Q. But the foreclosure price was $2,000,000, period? 
A. I understand that was the bid, $2,000,000, and nobody 
bid against them. Hutchinson later complained bitterly, 
and so did Sanderson and Porter, that McCall Ferry Power 
Committee moved so fast they wouldn’t give them an op¬ 
portunity to organize any opposition. 

• • • 

[6935] Q. But there were no earnings created by the fi¬ 
nancing itself? A. I don’t quite follow your question. 
Are you saying this: That the mere act of financing stand¬ 
ing alone did not create earnings? If that is what you are 
asking me the answer obviously is that it didn’t, except to 
the extent they deposit the money in the bank and get some 
interest on if. 

Q. Other than the interests there were no earnings. 
A. Not out of that item standing alone. The earnings 
would come out of the combination of all these things I 
mentioned. 

Q. Were there any earnings out of the water power 
rights to which you have referred, Mr. Gunn? A. Not 
standing alone. Separate from the other items I men¬ 
tioned I don’t suppose there would be any earnings out of 
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it. They would be valuable water power rights that could 
be sold, of course, but undeveloped water power rights 
don’t have any earnings ordinarily. 

Q. There could be no earnings until the project was 
constructed and successfully operated! A. That is cor¬ 
rect, there could be no actual earnings until that time. 

Q. And that was, of course, all in the future in 1905. 
[6936] A. You mean prospective completion? 

Q. Yes. A. Yes, obviously. 

Q. And the earnings as well. A. Yes. Yes, I think 
that is right. 

Q. There was absolutely nothing available in 1905 to 
pay dividends on the stock. Is that correct? A. I don’t 
think there was anything with which you could properly 
have paid dividends. 

• • • 

[6976] Q. How did Pliny Fisk use Part 10 of Exhibit 27 
in arriving at the cash value? A. I don’t know. You 
will have to ask Mr. Fisk. 

Q. Then the fact is that you do not know how Fisk, 
Hutchinson, Lee, and any others to whom you submitted 
the documents, used them in arriving at their conclusions 
as to cash values? 

The Witness: May I have the question, please? 
(Question read.) 

Mr. King: Mr. Hall, by the words “How they used 
them”, you mean what weight they gave to particular 
documents? 

Mb. Hall: Simply how it entered into their con¬ 
clusions as to cash value. 

[6977] The Witness: I obviously do not know. I couldn’t 
look into their mental processes. 

By Mr. Hall: 

Q. As a matter of fact, Mr. Gunn, you don’t even know 
what documents entered into their considerations. Right? 
A. I do know what documents I gave them. 
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Q. But that is not the- A. But I do not know 

what weight they gave to the various documents. Cer¬ 
tainly I do not. 

Q. Or whether they even used them in arriving at their 
values? A. No, I don't know that. As I have told you, 
I wasn’t present when Mr. Fisk came to his conclusions. 
I wasn’t present when Mr. Hutchinson came to his. As a 
matter of fact, I don’t know as I was present when any 
of them came to their conclusions. So I can’t tell you 

what the mental process was. 

• • • 

[6981] Q. I am merely asking you how much profit you 
considered the bankers got. A. I didn’t have to con¬ 
sider any profit myself. I assumed that Fisk and Lee and 
these other people considered it when they made the valua¬ 
tion. 

Q. Didn’t you say that the profit the bankers got would 
have a bearing on the cash value? A. Yes, it seems to 
me it would. I made that [6982] speculation, yes. 

Q. Didn’t you also state that you applied an inde¬ 
pendent judgment as to the determination which Fisk and 
the others made? A. No, sir, I don’t think I stated that. 
I didn’t intend to. 

Q. Didn’t you say, for instance, that you had con¬ 
sidered part 2 of Exhibit 27 ? A. I don’t think so. What 
I was saying at that time is what would have to be con¬ 
sidered to arrive at an appraisal of this stock. I told you 
earlier this morning, I think, that between Mr. O’Connor 
and counsel and myself we simply arrived at a valuation 
from the opinions that had been given by people who were 
present at the time and in that in confirmation of those, 
or in order to assure myself that they at least looked rea¬ 
sonable to me, I considered what would be the earnings of 
McCall Ferry Power Company. 

Now, in order to consider that you have to have the 
facts included in other parts of Exhibit 27 than those parts 
which we mentioned. 
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[6986] Q. Is Mr. Lee, who signed part 8 of Exhibit 27, 
still alive? A. Yes, sir. He was according to the last 
account I had of him. I haven’t heard of his dying. 

Q. When was that, Mr. Gunn? A. Perhaps a year 
ago or some such time. 

Q. How old is Mr. Lee? A. I can’t say precisely. 
I can probably find out. I would say he is in his eighties. 
He was a rather old man whom I would judge to be well 
in the seventies when I obtained from him the affidavit 
which is Part 8 in Exhibit 27. That was some eight years 
ago. So he is rather advanced in years now. 

Q. Mr. Gunn, upon which statement included in Ex¬ 
hibit 27 did you place the most reliance in reaching your 
conclusion [6987] as to cash value of common stock? 
A. May I have that question? 

Mb. King: Of the McCall Company? 

Mb. Hall: Yes. 

(Question read.) 

The Witness: I don’t believe I could designate a 
single one. But I would say this: I placed considerable 
reliance in the statement of Mr. Lee, Mr. Fisk, and Mr. 
Hutchinson. 

By Mb. Hall: 

Q. Did you consider that those three were all equally 
reliable? A. I don’t think I ever graded them. 

Q. What is that? A. I don’t think I ever graded 
them as to their reliability. 

Q. Did you use Hutchinson’s determination of cash 
value of McCall Ferry common stock? A. Did I use it? 

Q. Yes. A. I took it into consideration, yes. 

Q. And then rejected it, right? A. No, I wouldn’t 
say I rejected it. I wouldn’t say any of them were re¬ 
jected. 

Q. What cash value did Mr. Hutchinson place on the 
common stock in his affidavit which is part 1 of Exhibit 
27? [6988] A. May I have the question, please? 
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(Question read.) 

The Witness: He said he believed it was worth from 
20 to $30 a share. 

By Mr. Hall: 

Q. What did Mr. Lee say in his affidavit which is Part 8 
of Exhibit 27? A. $25 per share. 

Q. What cash value did Mr. Fisk arrive at in his state¬ 
ment which is Part 9 of Exhibit 27 ? A. For the common 
stock? 

Q. Yes. A. He sets forth in that Exhibit figures 
from which it is possible to compute $18 a share for the 
common stock. 

Mr. Hall: Would you read back the last answer? 

(Answer read.) 

By Mr. Hall : 

Q. How did the $18 cash value assigned by Fisk to the 
common stock assist you in determining the $25 cash value 
which you used ? A. In the same way the others did. It 
was a fact to be taken into consideration. 

Q. Just how did you take it into account? A. I just 
considered all of the estimates of value I had and came to 
the conclusion that $25 a share was the proper [6989] 
figure. 

Q. By what process did you get from $18 to $25 per 
share? A. By the process of considering what Hutchin¬ 
son had said the value was, what Lee said the value was, 
what Fisk said the value was, what Hopkins said he thought 
the value was. I believe that is all of them. 

Q. What did Mr. Hopkins say the cash value of the 
common stock was? A. Mr. Hopkins stated in Part 24 
of Exhibit 27 an amount for the legal services of Coudert 
Bros., which was equivalent to a $30 per share value on the 
1,000 shares of stock they received for their services. 

Q. Didn’t Mr. Hopkins also point out, “I am not quali¬ 
fied to place a value on that stock as such”? He makes 
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that statement, does he not, on page 201 of Exhibit 27? 
A. May I have the question, please? 

(Question read.) 

The Witness: Yes, I think Mr. Hopkins felt the same 
about it as I do. 

By Me. Hall: 

Q. You mean by that you are not qualified to place cash 
value on the McCall Ferry common stock? A. Independ¬ 
ently of my own ability ? I certainly would not be qualified 
to do it. 

[6990] Q. How were you able, Mr. Gunn, to apply any inde¬ 
pendent judgment to what Mr. Fisk, Lee and Hutchinson 
said when you just stated you didn’t think you were quali¬ 
fied? A. In the same way anyone else would do it. In 
the same way the Commission would do it, I think. I con¬ 
sidered the figures they gave me and picked the ones which 
in my judgment were most appropriate. 

Q. Does that mean you don’t think the Commission is 
qualified to pass on this determination? A. I was not 
saying that at all. I didn’t understand the Commission 
were financial experts. That is the reason I thought it was 
necessary to bring financial experts down to testify for them 
once in a while. 

Q. Mr. Gunn, who was the financial expert who assisted 
you in determining the $25 cash value for the common 
stock? A. Mr. O’Connor had some knowledge of finan¬ 
cial matters. It was discussed with company counsel and 
among the three of us we arrived at that conclusion. 

Q. When you used a $25 cash valuation for the com¬ 
mon stock you necessarily rejected Fisk’s valuation of $18 
per share. Right? A. No, I don’t so term it. There 
were three or four different values stated by different peo¬ 
ple and in taking them into consideration and arriving at a 
single value it automatically makes that value different 
from at least two [6991] of the others, but I don’t think that 
constitutes rejecting them. 
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Q. If you thought that Fisk’s $18 valuation was the 
correct figure you would have used that $18 figure. Isn’t 
that right? A. Not necessarily. I don’t think so. I 
think you assumed in that question that I had no other 
evidence but just Fisk’s, haven’t you, or are you still as¬ 
suming I have these other people’s opinions? 

[6992] Q. Assuming you had the evidence but you con¬ 
cluded that Fisk was the best evidence of cash value of com¬ 
mon stock, you would have agreed with Mr. Fisk. Is that 
right? A. Do you also include in that assumption that 
the others were worth less ? 

Q. No, just the thought that Fisk’s statement was the 
beet evidence. A. No, I think I would have considered 
them all. That is if I had not come to the conclusion that 
the others were worth less. 

Q. How did Mr. Hutchinson’s twenty to thirty dollar 
valuation assist you in arriving at a $25 cash valuation for 
the common stock? A. In the same manner in which the 
others did. It was one factor to be considered and weighed 
in reaching a conclusion. 

Q. Can you explain how you considered Mr. Hutchin¬ 
son’s valuation? A. No, sir, I cannot. I can not de¬ 
scribe my mental processes in reaching the conclusion. 

Q. You cannot explain how you weighed it? A. No, 
sir. 

Q. It is a fact, is it not, Mr. Gunn, that the determina¬ 
tion of $25 that you did use coincided with Mr. Lee’s de¬ 
termination? [6993] A. Yes, and it also fell within the 
range of Mr. Hutchinson’s determination. 

Q. It fell- A. Right square in the middle of the 

range. 

Q. Are you saying what you did was to take the aver¬ 
age? A. I may have done some averaging. As I said, 
I can’t describe my mental process of how I came to the 
conclusion of $25 a share. It just seemed to me that from 
a consideration of all the facts the $25 was a proper figure. 
I have to say again that I am not a financial expert. 
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[7021] Me. King: # * * Lastly at pages 6816 and 6817 
we were requested, as we understand it, to produce 
so-called participation, which is a list of documents 
submitted to Hutchinson and Fisk. I now hand Mr. 
Hall copies of those two documents. 

I would like to say in connection with the last docu¬ 
ments I have handed to Mr. Hall that they are the 
only copy which we have. We would like to have them 
returned as soon as possible. 

Mr. Hall : Receipt is acknowledged of these docu¬ 
ments, Mr. Examiner, and they will be returned intact. 

• • • 

By Mr. Hall: 

Q. Mr. Gunn, why didn’t you use $18 as the cash value 
of the McCall Ferry common stock? A. Because I 
reached the conclusion that $25 was the proper value to 
use. 

Q. Why didn’t you consider the $18 cash valuation 
proper? A. Because I had several valuations and I con¬ 
sidered them all and arrived at the conclusion that $25 was 
proper. 

[7022] Now, as I recall, the valuations I have ranged from 
$18 to $30. It was necessary to pick a single valuation of 
the stock and it was therefore a mathematical result, and 
in picking any single valuation it would be different from 
the others that varied from it. 

Q. Why didn’t you pick the $30 valuation? A. For 
the same reason I didn’t pick the $18 one. 

Mr. King : Would you excuse me just a minute, Mr. 
HaU. 

You asked for another bit of homework which I 
forgot to make a statement in connection with. 

At Pages 6816 and 6817 I have stated that I have 
handed you participations of Hutchinson and Fisk in 
response to the request you made at those pages. 

Mr. Hall: Yes. 
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Mr. King : You will note from examining the pages 
that you also asked, in addition to the participations 
submitted to Hutchinson and Fisk, the ones submitted 
to Hopkins. I forgot to say that we do not have any 
participation submitted to Hopkins because the infor¬ 
mation in Hopkins’ statement was limited to matters 
in his own firm’s file. 

Mr. Hall : In other words, you did not submit any 
documents at all to Mr. Hopkins upon which he based 
his statement in part or in whole! 

Mr. King : Correct, because he based his statement 
upon the documents in his own files. 

[7023] Mr. Hall : How about Mr. Lee! 

Mr. King: You didn’t ask us for Mr. Lee. We 
have a participation submitted to Mr. Lee. 

Mr. Hall: Will you submit those covering Mr. 
Lee’s participation also! 

Mr. King: Yes. 

Trial Examiner : What is the meaning of the word 
14 Participation ’ ’! 

Mr. King: Simply means a list of the documents 
which were submitted to the affiants Hutchinson, Fisk, 
and Lee upon which they made up their minds and 
finally prepared and executed affidavits in connection 
with. 

Trial Examiner: Are they the documents which 
were presented to each one of them for affidavits and 
upon which they based all of the material contained in 
each of the affidavits! 

Mr. King: Would you like to look at them! 

Trial Examiner : I am afraid I couldn’t get much 
out of them if I looked at them right at this moment. 

Mr. King : Those so-called participations, if Your 
Honor please, contained on top of them a summary nar- 
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rative of the facts; and, secondly, exhibits relating to 
the particular party’s participation in the project. 
They do not contain all of the exhibits in the company’s 
files, as Mr. Gunn heretofore has stated. 

Trial Examiner: You used the word “ participa¬ 
tion” then, [7024] in connection with the project? 

Mr. King: Correct. 

Mr. Hall: Serving as the basis for refreshing 
recollection, is that right, Mr. Gunn? 

The Witness: A part of the basis. 

By Mr. Hall: 

Q. What is the other part you refer to? A. Well, 
for example, in the case of Lee, Higginson, they in their 
own files had some additional' information in addition to 
what was supplied in the participation. 

Q. What additional information did Hutchinson have 
other than that which you furnished him and which is con¬ 
tained in these documents Mr. King has turned over to me? 
A. In the case of Mr. Hutchinson he had access to a very 
considerable amount more than that because he worked with 
me off and on for a period of eight or ten months, I believe, 
during which we devoted several days to conferences and 
a considerable part of that time was spent in reviewing a 
large volume of information in the company’s files, of which 
the portion in the participation appeared to be the more 
important items. 

[7025] Q. I believe you have testified Mr. Hutchinson had 
no personal files relating to the early history of the Mc¬ 
Call Ferry Power Company? A. That is correct. 

Q. Then he relied solely upon the information in the 
company’s files, right, plus his recollection? A. Plus his 
recollection; yes. 

Q. All right. A. But what I am seeking to explain 
is that all of the information from the company’s files 
which he reviewed is not in that participation. 
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Mr. Hall: Mr. King, did I correctly understand 
you to say a few moments ago that Hopkins, in prepar¬ 
ing his affidavit, which is Part 24 of Exhibit 27, relied 
solely upon his recollection and the information con¬ 
tained in the files of Coudert Brothers and was not 
submitted any participation in connection with the 
preparation of that exhibit? 

Mr. King : That is my understanding. 

By Mb. Hall : 

Q. Mr. Gunn, before these documents were submitted 
to the individuals we have been discussing, speaking of the 
participations, had it been ascertained whether they had 
documents of their own upon which they could rely? A. 
Yes, I think that had been ascertained. 

Q. What did you ascertain in that connection? 
[7026] A. It varied from one to another. In the case of 
Mr. Lee I ascertained that he had a considerable amount 
of information in his own files. Just precisely how much 
and what the information consisted of I never knew except 
that he produced certain documents in support of his state¬ 
ment, gave .me copies of them, and I think for the most part 
they are included in Exhibit 27, and also in the Lee, Hig- 
ginson participation. 

In the case of Hutchinson, he had no personal docu¬ 
ments of his own. He attempted to secure from the suc¬ 
cessor to Continental Trust Company in New York, I be¬ 
lieve, the records of his bank account through which the 
cash paid to him was disbursed in satisfaction of his obli¬ 
gation to other people, and advised me that it was impos¬ 
sible—that that bank long since had destroyed the records 
and he could not obtain that information. Therefore, the 
information which Hutchinson had available to him was 
what was supplied him from our company’s files, a part 
only of which is included in the participation, and that was 
supplemented by his recollection. 
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Now, as regards Fisk, I don’t know just what infor¬ 
mation he had before him, but I am sure he had more than 
I submitted to him. I believe that for this reason: He was 
represented by a personal counsel by the name of Wilton 
Cole, and he had a son who, working with Mr. Cole, under¬ 
took to find as much information as possible about the Mc¬ 
Call Ferry participation, [7027] and it was my understand¬ 
ing that they found some information in the Pliny Fisk 
library at Princeton University. I don’t know whether it 
was the same that I had made available to him or whether 
it was additional, but it was my understanding from Mr. 
Cole that it was not of primary importance. 

Q. I don’t understand your last statement there, Mr. 
Gunn, in view of the fact that Mr. Fisk, at the bottom of 
page 70 and top of page 71 of Exhibit 27, states, “Their 
search”, referring to the search made by his son and Mr. 
Cole, “established the fact that all of the records of Harvey 
Fisk and Sons relating to the McCall Ferry Power Com¬ 
pany deal had been destroyed.” A. Well, I think that 
was in general true, but it was my understanding that there 
was some information in the Fisk library at Princeton. 

Q. Are you in a position to state that it is a fact that 
Fisk relied upon information which you did not furnish him 
through Cole? A. No, I personally cannot state that as 
a fact that I know. 

Now, as for Mr. Hopkins, I did not supply him any in¬ 
formation because the total connection with his firm, about 
which I ever had any information, came from the files of 
Coudert Brothers, and he therefore had the information. 

Q. Then no statement was submitted to Hopkins? 
[7028] A. No; that is right. 

Q. Mr. Gunn, I find in the participations turned over 
to me by Mr. King, which were submitted to Fisk, pencil 
notation in the margin. Whose handwriting is that? A. 
I don’t know. I have not looked at them in several years. 
May I look at them? I might be able to identify them. 
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Q. I refer you to these notations in the margin. A. 
I cannot state for certain, but they look like the handwriting 
of Mr. Wilton D. Cole. I can state for certain they are not 
mine. 

• • • 

[7036] By Mb. Hall: 

Q. Can you answer the question, Mr. Gunn? A. I 
don’t understand what you mean by ‘‘distillation”, Mr. 
Hall. 

Q. I mean the $25 cash valuation is the result of a 
composite consideration of the opinions of [7037] the four 
individuals to whom I have referred. A. It is primarily 
that, but it is also based upon such consideration as Mr. 
O’Connor and company counsel and myself could apply to 
those figures, and it is also obviously affected by the fact 
that at the time the stock was given the company seemed 
to have very good prospects of earnings in the future. 

Q. Did you consider the four opinions of equal reliabil¬ 
ity? A. I don’t know. I think perhaps I thought that 
the opinions of Lee and Hutchinson and Fisk were prob¬ 
ably somewhat more reliable than Hopkins. 

Q. Did you think that the opinions of Lee, Hutchinson 
and Fisk were of equal reliability? A. I think I prob¬ 
ably did. I never recognized any substantial difference in 
their reliability. 

• • • 

[7038] By Mr. Hall: 

Q. Did you contact persons other than Lee, Hutchin¬ 
son, Hopkins and Fisk for the purpose of securing valua¬ 
tions of the common stock of McCall Ferry Power Com¬ 
pany? 

The Witness: May I have that question, please? 

(Question read.) 

The Witness: No. 
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By Mb. Hall: 

Q. Did you contact other persons for the purpose of 
securing valuations on the preferred stock? [7039] A. 
No. 

Q. Mr. Gunn, what association did Mr. Lee have with 
that portion of the McCall Ferry financing which was done 
by Lee, Higginson and Company? A. I don’t know. 

Q. Does Mr. Lee make any statement in his affidavit 
about that? A. You mean about his association? 

Q. Yes. A. Nothing other than he gives a recitation 
of facts there which seem to indicate his familiarity with it. 

Q. Have you located any documentary evidence show¬ 
ing direct participation by Mr. Lee in the McCall Ferry 
financing? 

Mb. King: What do you mean by “participation”, 

Mr. Hall? 

Mb. Hall: Direct connection? 

The Witness: Mr. Hall, that doesn’t help me much. 
There are all sorts of evidence that the firm participated 
in it. He was a member of the firm. 

By Mb. Hall: 

Q. Did you find any correspondence addressed to Mr. 
Lee or written by Mr. Lee relating to the financing of the 
McCall Ferry deal? A. I don’t recall that I did. I never 
examined Lee, Higginson’s files. However, I do recall that 
Mr. Lee told me [7040] that he had been directly connected 
with it in the instance of the conference which we mentioned 
last week. 

Q. Why isn’t that last information that you referred to 
contained in Mr. Lee’s affidavit, Part 8 of Exhibit 27 ? A. 
I suppose he didn’t think it was necessary to put it in there. 
That is the only reason I know. After all, everything 
couldn’t be put in the affidavit. 

Q. Wouldn’t that be a material fact which should be in¬ 
cluded in Mr. Lee’s affidavit? A. I don’t think so. I 
think from the affidavit it is obvious. 
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Q. How could you judge the weight of his statements 
without any such statement as to direct connection with Mc¬ 
Call Ferry financing? A. Well, because he was a mem¬ 
ber of the firm, and the firm handled it, or handled a part 
of it. 


[7041] By Mr. Hall: 

Q. Mr. Gunn, do you consider Lee’s statement to you 
of direct participation a material fact? A. Prior to this 
cross-examination I didn’t. But inasmuch as it has become 
of such acute interest to you it is beginning to look like it 
would have been desirable for it to be in there. 

Q. Even prior to the cross-examination didn’t you con¬ 
sider that it had a bearing on the weight to be attached to 
Mr. Lee’s statement? A. No, I didn’t think it had any 
bearing. 

Q. What were Mr. Lee’s duties and activities in con¬ 
nection with the McCall Ferry financing? A. I don’t 
know. 

Q. Does Mr. Lee refer to his duties and activities in 
connection with the McCall Ferry financing in his affidavit ? 
A. I don’t think so; not as I recall it. 

[7042] Q. Isn’t it a fact that Mr. Gardiner Lane repre¬ 
sented Lee, Higginson and Company in handling the McCall 
Ferry affairs? A. As I understand it, Mr. Gardiner 
Lane was the partner particularly responsible for the Mc¬ 
Call Ferry business. That doesn’t seem to me, however, to 
preclude anybody else in the firm knowing anything about 
it. 

Q. Is Mr. Lane dead? A, That is my information 
that he is. 

Q. Do you know when he died ? A. Some time prior 
to the time I went to Mr. Lee to get this statement, or I 
would unquestionably have gone to Mr. Lane. 
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[7053] By Mk. Hall: 

Q. Was July 10, 1939, the earliest date when you were 
aware of Mr. Lee’s valuation of the common stock? A. 
Yes, I think it was at least that early. I think [7054] he 
mailed it to me and I received it a few days later as I re¬ 
call. 

Q. Was Mr. Lee’s determination of the cash value of 
the McCall Ferry common stock made to assist you in de¬ 
termining the original cost of the McCall property? A. 
May I have that question? 

(Question read.) 

The Witness: Yes, sir, and I suppose for any other 
purpose we might need the cash value. 

By Mr. Hall : 

Q. Had Mr. Lee made any previous valuation of the 
McCall Ferry common or preferred stock? A. Not that 
I know of. 

Q. Did you ask Mr. Lee if he had made any previous 
valuation of the McCall common or preferred stock? A. 
No, I don’t recall that I did. 

Q. Didn’t you think a previous valuation of the stock 
made by Mr. Lee would be pertinent to your determina¬ 
tion? A. Yes, but I had no reason to suspect he had ever 
been asked to make another one. 

Q. Did you ask Mr. Lee to make sure he had never 
made such valuation? A. No, but I asked him to value it. 
I assumed if Mr. Lee had made a valuation I would have 
heard about it. I know Mr. Lee did make a very thorough 
study into other [7055] projects he financed about this time, 
and I certainly would assume that if he previously valued 
the securities of McCall Ferry Power Company they would 
have been a part of the thing he considered. 

Q. Was the risk assumed and the sacrifices made in 
connection with the projects analyzed by Lee the same as 
the risk assumed and the sacrifices made in connection with 
the McCall Ferry project? 
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Mb. King: May we have that question again, 

please? 

(Question read.) 

The Witness : I assume they were as nearly as he could 
find from his firm’s records. It was my understanding he 
endeavored to pick the financings that were most nearly 
comparable to those of the type of McCall Ferry Power 
Company. 

As I recall it, one of the company’s- 

By Mb. Sabl: 

Q. But can you state- 

Mr. King : Let him finish. 

Mb. Hall : I am sorry. I thought he was through. 

The Witness: As I recall it, most of the companies 
were water power companies. I recall Colorado River 
Power Company and Washington Water Power. Of my 
own knowledge I don’t know how comparable it was. 

By Mr. Halt. : 

Q. Can you state it was the fact Mr. Lee even consid¬ 
ered [7056] risk assumed and sacrifices made in arriving 
at his valuation of the common stock? A. No, I don’t 
know what Mr. Lee’s mental processes were. I can’t state 
what he had in mind. 

Q. And Mr. Lee’s affidavit doesn’t help us in that re¬ 
spect? Is that right? 

Mb. King: I object to that question. It is pure 

argument. 

Trial Examiner: Objection sustained. 

By Mr. Hall: 

Q. So far as you know Mr. Lee never attempted to 
value the McCall common or preferred stock until you 
made your request for a valuation of the common stock in 
connection with your original cost determination? A. 
How did that question start? 
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(Question read.) 

The Witness: That is correct. 

By Mr. Hall : 

Q. Did Mr. Lee, at the time he prepared his statement, 
know of any valuations of the McCall common or preferred 
stock made by his firm or anyone else? A. Not so far 
as I know or can recall. 

Q. Did you ask Mr. Lee if he knew of any valuations 
of the McCall common or preferred stock made by anyone 
else? A. No, I don’t think I asked him that question. 

Q. Mr. Lee, then, had no knowledge of any contem¬ 
poraneous [7057] valuation of the McCall common or pre¬ 
ferred stock made in 1905 to 1907? 

• it 

The Witness: I don’t know. 

By Mr. Hall : 

Q. Did the records of Lee, Higginson and Company 
show any purchases or sales of McCall Ferry common stock 
at $25 a share? A. It is my understanding they did not. 
As I recall it Mr. Lee said they kept the 5,000 shares and 
realized a total loss on it. 

Q. Did the records of Lee, Higginson and Company 
show any purchases or sales of McCall Ferry common or 
preferred [7058] stock at any price? A. Not so far as 
I know. 

• • • 

[7059] By Mr. Hall: 

Q. Mr. Lee’s difficulty to place a value on the common 
stock was due to the fact he was attempting a determination 
34 years after the transaction. Isn’t that so? 

• • • 

The Witness: No, I don’t find that here. The second 
paragraph of Mr. Lee’s affidavit on Page 66 states what 
his difficulty was, and reads as follows: ‘ c It is difficult for 
me to place a value on this stock because of the long lapse 
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of time since the transaction, and also because the enter¬ 
prise passed through a receivership and the stock ultimately 
became worthless.” 

By Mr. Hall: 

Q. Doesn’t that mean substantially what I said ? A. 
34 years is 34 years, but it doesn’t so state. 

Q. But Mr. Lee did not let the difficulties he [7060] en¬ 
countered deter him from placing a value on the stock, al¬ 
though others confronted with the same difficulties declared 
their inability to do so. Isn’t that so? A. May I have 
that question, please? 

Trial Examinee : Yes. 

(Question read.) 

The Witness: To whom do you have reference? 

By Mr. Hall : 

Q. Mr. Griscom, for instance. A. Yes, Mr. Griscom 
said he couldn’t, but I think that- 

Q. Mr. Griscom was connected with the firm of Bertron, 
Storrs & Griscom in 1905, 1906 and 1907 and 1908? A. 
He managed the Philadelphia office of that firm and the Mc¬ 
Call Ferry proposition was handled from the New York 
office by Mr. Bertron. 

Q. Being a member of the firm didn’t help matters. Is 
that it? A. Well, I shouldn’t say- 

Mr. King: I object. That is argumentative. 

Trial Examiner: Sustained. 

By Mr. Hall : 

Q. What records did Lee, Higginson and Company 
have with respect to the McCall Ferry development which 
had a bearing on the cash value of the common stock? A. 
I don’t recall all the records they had, but some [7061] of 
them as I recall are in Exhibit 27. 

Q. Are they all in Exhibit 27? A. I don’t know 
whether they are or not. All of them we have are either 




Donald Gurm, Cross 


865 


in Exhibit 27 or in the company’s files which have been 
available to the Commission staff. 

• • • 

[7063] Q. What records did Mr. Lee review which are not 
part of Exhibit 27? A. I don’t know. 

Q. Did Mr. Lee show you any of the records to support 
[7064] his valuation of the McCall Ferry common stock? 

Mr. King : Do you mean any of his records that are 

not in Exhibit 27? 

Mr. Haul: That is right. 

The Witness: No. He didn’t show me any of the rec¬ 
ords. As I said, he did show me, I believe, a substantial 
tabulation that had been made from his records for him, 
but as for seeing the documents or the records from which 
the results show on the tabulation came from, I don’t recall 
seeing them. 

By Mr. Hall : 

Q. What did the tabulation reflect? A. As I recall 
it it was a tabulation showing what Lee, Higginson, as a 
firm, had realized on other underwritings, I believe from 
1900 to about 1910, in projects similar or as nearly similar 
as they had to McCall Ferry Power Company. 

Q. How did that support any valuation for the McCall 
Ferry securities? A. I don’t know any way that it sup¬ 
ported it other than as Mr. Lee stated in his affidavit. 

Q. Are you vouching for the similarity between McCall 
underwriting and the other underwritings? A. No, sir, 
I am simply stating the facts Mr. Lee told me. 

Q. Do you have available a copy of the tabulation 
[7065] which Mr. Lee showed you? A. No, sir, he kept it 
himself. It was a long hand-written tabulation. 

Q. What underwritings did Mr. Lee analyze? A. I 
don’t recall. The only two I recall, and I am not too certain 
about those, were Colorado River Power Company and 
Washington Water Power. I do recall he had several 
others but I don’t recall the names of them. 
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Q. What was the nature of the underwritings which he 
analyzed? A. I don’t recalL As a matter of fact, I 
don’t think I ever knew in detail. 

Q. In other words, Mr. Gunn, you are in a position of 
not being prepared to be cross-examined on the reliability 
of the analysis made by Mr. Lee. 

• • • 

The Witness: That is certainly a fact. I don’t think 
I ever had enough information to have undertaken cross- 
examination on them. 

• • • 

[7066] By Mr. Hall: 

Q. What is the basis for Mr. Lee’s statement that his 
firm would not have participated in the McCall Ferry propo¬ 
sition unless they had believed the stock worth $25 per 
share? A. May I have that question, please? 

(Question read.) 

[7067] The Witness: I don’t know what his basis was. It 
would seem to me it was probably largely his judgment and 
recollection, plus his study of these other projects I have 
stated. 

By Mr. Hall: 

Q. What other members of Lee, Higginson and Com¬ 
pany did Mr. Lee consult at the time his affidavit was pre¬ 
pared? A. I don’t know. 

Q. What other members were alive at the time he pre¬ 
pared his affidavit? A. I don’t know. 

Q. If he did not consult, assuming he didn’t, other 
members of Lee, Higginson and Company at the time he 
made his affidavit, how* was he in a position to state what 
their belief in 1905 might have been? 

• • • 

The Witness: You are asking me to assume he didn’t 
talk to any others. Is that your question? 
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[7068] By Mr. Hall: 

Q. That is correct. A. I don’t know. If you as¬ 
sume he didn’t talk to any others then it would seem to me 
the statement is his own opinion. 

Q. So far as you know that is all it is, Mr. Lee’s opin¬ 
ion? A. I don’t know whether it is or isn’t, as I said, 
I don’t know whether he talked to any other members of 
the firm. I don’t know whether there are any more living 
or not. 

Q. Was Mr. Lee an officer or director of McCall Ferry 
Power Company or Susquehanna Contracting Company? 
A. Well, he was not of Susquehanna Contracting Company. 
I am pretty sure of that. I don’t recall he was of McCall 
Ferry Company. That can be checked. 

Q. My information, Mr. Gunn, is that Mr. Lee was nei¬ 
ther an officer or director of McCall Ferry Power Company 
or Susquehanna Contracting Company. A. That is my 
recollection, also. 

Q. Did Mr. Lee ever attend as an observer any meet¬ 
ings of the board of directors or the executive committee 
of either McCall Ferry or Susquehanna Contracting Com¬ 
pany? A. I haven’t the remotest idea. 

Q. Did the early records disclose that Mr. Lee was con¬ 
sulted by McCall Ferry on any of its problems? [7069] 
A. The early records of McCall Ferry? 

Q. Yes. A. I never made an investigation to ascer¬ 
tain that. 

Q. Wouldn’t it be in the fifteen files you have referred 
to several times? A. Yes, it very well may have been. 
But the volume of those files is such that I cannot remem¬ 
ber everything that is in them, and unless I had been look¬ 
ing for some specific thing I might well have passed over 
some indication of the question you have just asked me. 
Having no interest in it, I would have taken no note of it. 

• • • 

[7070] Q. Does Mr. Lee at any place in his statement refer 
to his valuation as being the cash value of the stock? A. 
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I don’t know. Shall I read the statement? I don’t recall 
it. Shall I read it? 

Q. Do you understand Mr. Lee’s valuation to have been 
made as representing the cash value of the common stock? 
A. That was my understanding of it. 

Q. As used in Electric Plant account instruction 3-D? 
A. Yes, or at least the nearest approach to that which was 
available. 

[7071] Q. Did you ever show Mr. Lee Electric Plant ac¬ 
count instruction 3-D? A. I don’t know whether I 
showed him the instruction or not. When I first asked him 
for his assistance I told him the purpose for which it was 
to be used and I am pretty sure I explained it to him. 

Q. Did you explain Electric Plant Account instruction 
3-D to Mr. Lee? A. I think I told him what the thing 
said and what our lawyers concluded it meant. 

Q. What did you tell him? A. I don’t recall the 
words I used, but I think I told him that the company was 
required by the Federal Power Commission to determine 
the original cost of its property and that in order to ascer¬ 
tain the original cost it was necessary to make an evalua¬ 
tion of the common stock, and that our lawyers had exam¬ 
ined the facts as we knew them up to that time and thought 
it was desirable to obtain Mr. Lee’s opinion as to what his 
services were worth, and from that a statement of the valua¬ 
tion of the common stock. 

Q. You assumed that when Mr. Lee said “Stock worth 
$25 per share”, he meant cash value as specified in Elec¬ 
tric Plant account instruction 3-D? A. I assume he 
meant cash value from all the things he said in the affidavit 
about the value of the stock. You [7072] have taken a few 
words out of context. As I recall it, there are some more 
words in there. 

Q. Isn’t it a fact that stock may be worth to a person 
a certain amount but that it could not be sold for that 
amount? A. I don’t know how that would exist. It 
might be worth to a person a certain amount and he might 
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not wish to sell it, and therefore it might not be sold for 
that amount. 

Q. And he might not be able to sell it for cash. Right? 
A. I don’t think so. That is not my understanding of the 
cash value. 

Q. Do you think that it is synonymous to say that stock 
is worth a certain amount and that it can be sold for the 
same amount? A. That is my understanding if you un¬ 
dertook to sell it. I don’t know how it could be otherwise. 
I thought we agreed several days ago that the two were 
synonymous. 

Q. It is a fact that Mr. Lee does not specifically state 
that common stock of McCall Ferry could have been sold 
for $25 a share at the time of the transaction or at any 
time thereafter? 

Me. King : You mean states in the affidavit? 

Me. Hall: That is right. 

Mr. King: If that is what you mean I object to the 

[7073] question because the affidavit speaks for itself. 

Trial Examiner: Read the question, please. 

(Question read.) 

Trial Examiner: Objection is overruled. 

The Witness: I don’t believe Mr. Lee uses that par¬ 
ticular terminology. However, I took it to be substantially 
the equivalent of that when he said that if partners were 
being admitted, or were leaving the firm, that in his opinion 
$25 would be the value at which the readjustment of the 
firm’s membership would be made. 

By Mr. Hall : 

Q. What is Mr. Lee’s opinion based upon when he 
states that a division of the firm’s assets immediately fol¬ 
lowing acceptance of the stock would have been based on a 
value of not less than $25 a share? A. I don’t know. 
I will speculate he based it on all of his study as to the value 
of the stock. 
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Q. What divisions of assets took place in the firm of 
Lee, Higginson and Company around 1905? A. I don’t 
know. 

Q. Or any year thereafter? A. I don’t know. 

Q. But it does not mean, does it, that valuation for the 
purposes of division of assets of a partnership is neces¬ 
sarily the same as cash value in the open market? 
[7074] A. No, it doesn’t necessarily follow: If the part¬ 
ners chose to make it different they could have made it dif¬ 
ferent. 

Q. Did Mr. Lee make any studies of market conditions 
in the spring of 1905? A. I don’t know whether or not 
he did, but he was pretty active in business there. It doesn’t 
follow that if he didn’t make studies he had no knowledge. 
I don’t know. 

Q. Did Mr. Lee find any valuation by Lee, Higginson 
and Company of their services to McCall Ferry? A. I 
don’t know. I don’t know what occasion there would have 
been to make such a valuation. 

Q. Did you find any such valuation available—with¬ 
draw that. 

Did you find any such valuation in the available rec¬ 
ords relating to the McCall Ferry project? A. Valua¬ 
tion of Lee, Higginson’s services, do you mean? 

Q. Yes. A. No. 

Q. Have you found in the available records any agree¬ 
ment showing that McCall Ferry or Susquehanna Contract¬ 
ing Company had contracted to pay Lee, Higginson a speci¬ 
fied amount for services? A. No, sir. I think it is obvi¬ 
ous that nobody had contracted to, because when it comes 
time to pay Lee, Higginson off they were in the situation 
of having to write a [7075] letter to Bertron and telling him 
how much they got. If it was a contract or agreement they 
obviously would know how much they were supposed to get. 

Q. The fact is, is it not, that McCall Ferry never paid 
anything either in cash or in securities to Lee, Higginson 
and Company or to any of the other bankers? 
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Me. King: May I have that question again, Mr. 

Examiner? 

Trial Examinee: Yes. 

(Question read.) 

The Witness: Are you making a distinction between 
McCall Ferry paying directly and those securities passing 
through Susquehanna Contracting Company? 

By Mr. Hall: 

Q. Yes, that is the distinction. A. McCall Ferry de¬ 
livered their securities to Susquehanna Contracting Com¬ 
pany, and then, in accordance with understandings, as I 
believe, the securities passed on to those people who were 
supposed to get them. 

Q. These understandings that you referred to are not 
supported by the written documents covering the transfer 
to Huchinson. Right? A. No, the distribution of stock 
is not given in the transfer to Hutchinson, the document 
which is the agreement between Susquehanna Contracting 
Company and Hutchinson. 

Q. What you are saying is that Hutchinson got all of 
[7076] the securities which subsequently wound up in the 
hands of the bankers as their compensation? A. Yes, 
sir. They passed under that agreement to Hutchinson, 
and then we also have other evidence, of course, which 
showed up in the records of Lee, Higginson and Bertron we 
have already discussed in detail. 

Q. None of the documents covering the transfer of the 
securities to Hutchinson support a conclusion that McCall 
Ferry paid anything to the bankers? 

• • • 

[7077] The Witness: I don’t know whether they do or 
not. It would seem to me that they are certainly a part of 
the support. Whether they standing alone would support 
it or not I don’t know. 
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[7132] Trial, Examiner: How was this affidavit prepared? 

Did Mr. Lee’s attorney prepare it, or an attorney? 

The Witness: No, Mr. Lee was submitted the partici¬ 
pation similar to the one I have already described. He 
then, together with Mr. Glidden, who was Secretary and 
Treasurer of Lee, Higginson, worked out a draft of it. Some 
time after the draft was worked out I was in Boston and 
Mr. Lee showed it to me and asked me if it covered the 
scope that I thought it ought to. I had previously described 
the scope I would like for him to cover. I did that in con¬ 
nection with [7133] describing the purpose for which we 
wanted the affidavit. He showed me a draft of the scope. 
As I recall it I made some suggestions to points which had 
not been covered, and then he and Glidden, so far as I know, 
I don’t know whether his lawyer participated or not, but I 
know primarily he and Mr. Glidden, that is my understand¬ 
ing, completed the affidavit in the form in which you now 
find it. 

Trial Examiner: Was Mr. Glidden an attorney? 

The Witness: He was Secretary and Treasurer of 
Lee, Higginson and Company. I don’t know what his 
training was. Of course, I can’t say that either one or both 
of them didn’t discuss it with the lawyers of Lee, Higgin¬ 
son and Company. They didn’t do it, however, in my pres¬ 
ence. 

By Mr. Hall : 

Q. Of what did your suggestions to Mr. Lee consist? 
A. I don’t recall. I don’t recall the detailed suggestions, 
but there were several points, as I recall, that are now in 
the affidavit that Mr. Lee had not included in his original 
draft. 

Q. Do you recall those points? A. No, I do not. I 
simply read hastily over it when he showed it to me and 
suggested whatever they were that they be covered. He 
said he would do it. I don’t remember the details of it. 
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Q. Was Mr. Lee aware of the fact that the lower the 
[7134] valuation the less assistance his statement would be 
to you? A. I don’t know whether he was or not. If so 
he drew it as a conclusion. I didn’t so advise him . 

Q. Wasn’t he in a position to draw that conclusion since 
you had told him the purpose of the statement? A. Yes, 
I think he very well may have drawn that conclusion. 

Q. Why did you use Mr. Fisk’s determination of $50 a 
share for the preferred stock, Mr. Gunn? A. As I re¬ 
call it is the only one I had and it didn’t appear to me to be 
unreasonable. 

Q. Did you consider Mr. Fisk’s $50 valuation reliable? 
A. I evidently considered it as reliable as anything I could 
get. I at least used it. 

Q. That necessarily means that you considered it re¬ 
liable evidence as to the cash value of the preferred stock? 
A. I considered it the most reliable evidence I had. I 
don’t know whether that is reliable or not. I considered it 
further than that, as I recall, about the only evidence I had. 

Q. Do you think Mr. Fisk was in a better position to 
value the preferred stock than he was to value the common 
stock? A. No. 

Q. Why didn’t you use the $18 valuation he placed on 
[7135] the common stock? A. Because I had other evi¬ 
dence as to the value of the common stock and I thought it 
was appropriate to consider all of the evidence. 

Q. In other words, if you had other evidence of the 
cash value of the preferred stock you might have used that 
also? A. If I considered it reliable, yes, I would have 
used it, at least taken it into consideration. 

Q. Since you didn’t accept the $18 valuation for the 
common stock fixed by Fisk because of the existence of other 
evidence, isn’t it reasonable to conclude that had you had 
other evidence it would have caused you to use a cash value 
other than $50 for the preferred stock? 
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The Witness: No, I don’t think that conclusion would 
follow, Mr. Hall, for two reasons: First, other evidence 
might have confirmed Mr. Fisk’s opinion. Second, the other 
evidence may not have been of sufficient value to justify 
varying from the Fisk estimate. 

[7136] By Mb. Hall : 

Q. The other evidence you had on the common didn’t 
confirm Fisk’s valuation. Isn’t that so? A. Within a 
reasonable range I wouldn’t say it was too bad as a con¬ 
firmation. 

Q. Isn’t it a fact that the $18 per share as to the com¬ 
mon is derived by Mr. Fisk only after giving effect to the 
$50 per share for the preferred stock? A. Yes, sir. 

Q. Doesn’t that of necessity require you to accept the 
$18 for the common stock since you used the $50 for the 
preferred stock? A. No, sir, it obviously doesn’t be¬ 
cause the $50 for the preferred stock was the only evidence 
I had of the preferred stock value, and I had other evidence 
than the Fisk $18 figure for the common stock. 

Trial Examiner: What figures do you divide to 

get your $18 from Mr. Fisk’s affidavit? 

Mr. Hall: May I have the Examiner’s question, 

please? 

(Examiner’s question read.) 

Mr. King : Page 79. 

The Witness: $305,000 shown on paragraph 11, page 
79 of Exhibit 27 was divided, I believe, by 17,000-some-odd 
shares to give the $18 per share. 

[7137] By Mb. Hall: 

Q. Was it divided by the 17,537 and a half shares shown 
on Page 53 of Exhibit 26, Mr. Gunn? A. I believe it was, 
although I have not computed it exactly. I can if you wish. 

Q. Will you do that? A. $305,000 divided by 17,537 
appears to be about 17-and-a-half dollars a share, and I be¬ 
lieve that was simply rounded off to $18 a share. 
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Mr. King: May we have that read? 

(Answer read.) 

By Mr. Hall: 

Q. Mr. Gunn, isn’t it a fact that by using $50 per share 
of the preferred stock, which is based upon a valuation of 
Fisk’s services, you have attributed a value to all the pre¬ 
ferred stock based upon a valuation of services, despite the 
fact that the balance of the preferred stock so valued was 
not issued for services? A. May I have that question, 
please? 

(Question read.) 

The Witness : It is awfully complicated, but I think the 
answer is no. We have, it is true, arrived at the $50 per 
share, rather Mr. Fisk did, through a valuation of his serv¬ 
ices. That is the one evidence we have, and it is the only 
means which occurred to me of valuing the preferred [7138] 
stock. Then the value having been established in that trans¬ 
action it is quite true it could be assumed that the entire 
issue of that particular stock had the same value. It is also 
true that the other stock, the remainder of the issue, was 
not issued for the same sort of services, at least, that Har¬ 
vey Fisk and Sons rendered. 

By Mr. Hall : 

Q. Since you are valuing services rather than stock it 
can not be assumed that all of the stock has the same cash 
value. Isn’t that so? A. No, I don’t see how you can 
make that assumption. I don’t see how you can assume 
that the particular 1,875 shares that Fisk received had a 
value different from the remainder of the shares of the same 
issue in the same company that other people received. It 
seems to me an assumption to that effect would be irra¬ 
tional. 

Mr. Hall: May I have that answer, please? 

% 

(Answer read.) 
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By Mr. Hall: 

Q. Those determinations by Mr. Fisk were made some 
33 years after the transaction. Bight? A. Yes, sir. 

Q. And they were made at your request? A. Yes, 
and my request was made necessary by the theory of origi¬ 
nal cost. 

[7139] Q. And when Mr. Fisk made them he knew you 
wanted them to support your original cost claim. Isn’t that 
so? A. I think I most assuredly explained the necessity 
for my coming to him at that late date and bothering him 
with a thing like this. 

• • • 

[7140] By Mr. Hall: 

Q. As a matter of fact, Mr. Gunn, by using $25 a share 
for the common stock you are placing a greater value on 
the services alleged to have been rendered by the Fisk firm 
than did Mr. Fisk himself. Isn’t that so? A. Yes, I be¬ 
lieve that is the result. It was necessary for me to arrive 
at a value for the common stock, and since several people 
had stated the value differently, my selecting a single value 
implied a different computed amount of dollars for all the 
services of those people who did [7141] not conclude that 
the stock was worth $25 a share. 

In the case of some it made the services more and in 
the case of others it made the services less. 

Q. What did Mr. Fisk value his services at? $400,000, 
wasn’t it? A. Yes, $400,000 total. 

Q. What have you included for those same services? 
In other words, what have you valued those services at? 
A. I valued them at $532,187. 

Q. By using the $25 valuation for the common stock 
whose valuation did you lower, Mr. Gunn? A. I think it 
could be said that I lowered Hutchinson’s, perhaps, and I 
lowered Hopkins. I believe that is alL 

Q. Is there any valuation included in your original cost 
for Hopkins services? A. Not directly. Hopkins serv- 
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ices were services to Hutchinson, and they were paid for, 
as I see it, by Hutchinson. That is the reason I must say 
they are not directly in there. They are in there indirectly. 

Q. But they are not included in your original cost 
claims as Hopkins’ services? A. No. 

Q. Or Lorenzo Semple? A. Yes, I think they are in¬ 
cluded in the original cost claim in the amount which was 
paid to Hutchinson, because [7142] Lorenzo Semple’s com¬ 
pensation was one of the obligations that Hutchinson was 
required to meet out of his part of the cash and stock which 
he received in exchange for the properties. They are not 
identified as such, if that is your question. 

Q. How can you say that you lowered Hutchinson’s de¬ 
termination when he used a valuation range from $20 to 
$30? A. Well, to the extent he had $30 in his range it 
was lowered. It was that to which I referred. 

Q. To the extent he had $20 in that range you raised it? 
A. Yes, sir. 

• • • 

[7144] Q. Did Penn Water pay Mr. Cole for his services in 
connection with Mr. Fisk’s affidavit? A. Yes, sir, I be¬ 
lieve they did. 

Q. Did Penn Water reimburse Mr. Fisk for his serv¬ 
ices? A. Mr. Pliny Fisk, Jr., was paid for his services. 
I don’t recall whether there was any payment to Mr. Pliny 
Fisk, Sr., or not. 

Q. Was anybody else in the Fisk family reimbursed for 
their services in connection with obtaining Mr. Fisk’s state¬ 
ment? A. I am pretty sure they weren’t. There was 
nobody else who assisted him, assisted in the investigation 
which led up to Mr. Fisk’s affidavit. 

Q. Since Mr. Fisk states in his affidavit that his recol¬ 
lection of the transactions were dim, are we to understand 
that you are responsible for refreshing it? A. No, sir. 
You are to understand it was refreshed by [7145] such in¬ 
formation as I furnished to his lawyer and by Mr. Cole. 
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Q. Do yon know whether Mr. Fisk had any independ¬ 
ent recollection of the McCall Ferry activity npon which 
he was able to drawl A. Yes, sir, I know that he did. 
In the very first conversation I had with him he recalled a 
great many facts. 

Q. What cash value did he recall, Mr. Gunn I A. I 
didn’t discuss any cash value with him the first time I saw 
him. He recalled the fact that Barnum was, aside from 
hims elf, the partner who had the largest interest in the 
Fisk firm, and he recalled, I believe, that he and Bertron 
were what he described as joint accounts in the under¬ 
writing, and he recalled that the underwriting had been 
brought to him in a condition of failure, and he recalled 
many other more or less minor things that I don’t remember 
offhand. 

Q. How many conferences did you have with Mr. Fisk 
after you obtained his statement? A. After I obtained 
his statement? 

Q. Yes. A. I didn’t have any. I had only one or 
two conferences with Mr. Fisk at all, and that was when 
he was first approached. When I first approached Mr. Fisk 
I had one discussion of several hours, and I may have had 
another, although I am not sure. After that Mr. Pliny 
Fisk, Sr. told me I would have to take up the matter with 
his counsel, who [7146] was a Mr. Wilton D. Cole, and 
who was general counsel for Union Bag and Paper Com¬ 
pany, I believe, and in any event his offices were in the Wool- 
worth Building. I never saw Mr. Pliny Fisk, Sr. again after 
the time he gave me those instructions. 

Q. In view of the fact that Mr. Fisk admits that he 
took very little active interest in the management or super¬ 
vision of McCall Ferry, how was he in a position 33 years 
after the event to determine the value of the common stock 
and preferred stock? A. I don’t know, but it didn’t 
seem to me his statement that he didn’t actually do the 
managing of the firm but turned it over to Barnum, it 
didn’t seem to me that that statement supports the con- 
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elusion he knew nothing about it, because as I recall it 
somewhere in his statement he says it was a custom of 
their firm to have weekly meetings of the partners and 
discuss all of the firm’s activities, at least once a week. 

Q. Would you say that a determination of cash value 
or expression of opinion as to cash value made contem¬ 
poraneously with a transaction would be relevant to the 
determination of cash value? 

The Witness: May I have that question? 

(Question read.) 

The Witness: Do you mean by that, Mr. Hall, that a 
[7147] determination of cash value or an expression of 
opinion, or are you using one the same as the other in that 
question? 

By Mr. Hall: 

Q. Either. A. Well, I would say that a valid de¬ 
termination of a cash value made contemporaneously 
should be given very considerable weight. An expression 
of opinion would depend upon the circumstances or any 
other indication of the value would depend upon the cir¬ 
cumstances under which it was made, the purpose for 
which it was made, and all the things which might enter 
into it. 

Q. In other words, you would want to consider all of 
them and decide what weight should be attached to them? 
A. Yes, I should think so; certainly. 

Q. Did you ask Mr. Fisk if he had made any previous 
valuation of either the McCall common or preferred stock? 
A. No, I don’t recall that I did because, as I said, I saw 
Mr. Fisk only once or twice, and the discussions at tha t 
time were not devoted to the valuation of the stock but 
rather to my ascertaining just precisely what had happened 
in the financing of this firm and what part his firm took. 

Q. Didn’t you think that a previous valuation of the 
McCall stock made by Fisk would be pertinent to your 
determination of the cash value of that stock? [7148] 
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A. Yes, if the previous valuation were an attempt to de¬ 
termine the cash value I would think it would be pertinent. 
If it was made for some other purpose it might or might 
not be pertinent. 

Q. But as I understand it, you did not make any in¬ 
quiry as to whether or not he had made a previous deter¬ 
mination? A. No, I never had discussed any stock value 
with Mr. Fisk previously. However, I do know that in 
his investigation which he had Mr. Cole make he made an 
extensive effort to find the records of his firm in which Mr. 
Cole thought, at least, there might be evidence of what 
they thought the cash value was. 

Q. Those efforts by Mr. Cole to locate the records 
were of no avail. Is that right? A. They were sub¬ 
stantially unsuccessful except for some few pieces, I think, 
they found at the Pliny Fisk library. 

Q. So far as you know Mr. Fisk never attempted to 
value the McCall common or preferred stock until you made 
your request for a valuation of the stock in connection with 
your original cost determination. Is that right? A. 
That is correct. 

Q. Did Mr. Fisk know of any valuations of the McCall 
common or preferred stock made by his firm or anyone 
else? A. I don’t know. I didn’t ask him. I certainly 
assumed [7149] that if Mr. Fisk did know of any he took 
them into consideration in expressing his opinion as to the 
value at a later date. 

Q. Then, so far as you know, Mr. Fisk had no knowl¬ 
edge of any contemporary valuation of the McCall com¬ 
mon or preferred stock made during the years 1905 to 
1907? A. So far as I know he didn’t. 

Q. Did Mr. Fisk have any records showing actual 
purchases or sale of McCall common or preferred stock at 
the time he made his affidavit? A. None that I know 
of. I am sure if he had any I would have been able to 
obtain it. 

Q. Did Mr. Fisk place a valuation on the risks as¬ 
sumed and the sacrifices made by the bond subscribers? 
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A. I think yon could say that indirectly he did, at least. 
I don’t think he was requested to make a separate deter¬ 
mination of it. 

Q. What risks assumed and what sacrifices made, did 
Mr. Fisk consider? A. I assume he considered them all. 

Q. What were they? A. I don’t know. I can’t 
enumerate them all any more than we previously discussed 
them. 

Q. You don’t know whether Mr. Fisk knew of any, 
either, or thought of any. Is that right? [7150] A. It 
seems to me that he certainly did. As a matter of fact, he 
must have weighed those pretty carefully before he under¬ 
took to get the bond subscriptions. 

Q. Did Mr. Fisk ever discuss with you the risk as¬ 
sumed and the sacrifices made by the bond subscribers? 
A. No, not with me personally. 

Q. Did Mr. Fisk inform you that his stock valuations 
included an amount for the risk assumed and the sacrifices 
made by the bond subscriber? A. No, Mr. Fisk didn’t 
inform me of anything other than what you see in Part 9 
in Exhibit 27, and discussions that I gained from Mr. Cole 
as a result of his conferences with Fisk. But I don’t re¬ 
member there was any discussion of such a valuation ex¬ 
cept as it took place indirectly through Fisk’s knowledge 
of the risks and his consideration of them in his valuation 
of the securities. 

Q. Then you cannot tell us what amount, if any, Fisk 
included to cover the risk assumed and the sacrifices made 
by the bond subscribers? A. No, I can’t tell you what 
amount he allotted to that item. 

Q. And you cannot state as a fact that Fisk even con¬ 
sidered risk assumed and sacrifices made by the bond sub¬ 
scribers in arriving at his valuation of the McCall Ferry 
securities? [7151] A. I can only draw that as a deduc¬ 
tion. I cannot state it as a positive fact. I don’t know 
what Mr. Fisk’s precise mental processes were. 

Q. Did Mr. Fisk make a study of the security market 
conditions as they existed in the spring of 1905 in connec- 
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tion with his valuation of the McCall stock? Can you say 
that he did? A. I believe he did. I believe it was done 
by Mr. Cole and by Mr. Pliny Fisk, Jr. 

Q. I wasn’t referring to either one of those. I am 
referring only to Mr. Fisk himself. A. Well, I was at¬ 
tempting to explain I believe they gathered some informa¬ 
tion on that for him. 

Q. What information? A. I don’t know what would 
be the scope of it. 

Q. What was Mr. Cole’s qualification as a financial 
analyst? A. Well, Mr. Cole was a lawyer, and it is my 
understanding that he had been connected with a consider¬ 
able amount of financing. 

Q. What, for instance? What do you mean when you 
refer to a considerable amount of financing? A. Well, 
financing in connection with Union Bag and Paper Com¬ 
pany, and I believe that he was at one time or another 
counsel in several underwritings. 

[7152] Q. Which ones? A. I don’t know. I can ask 
Mr. Cole what his qualifications are if you wish, but I don’t 
know offhand. 

Q. Were any of them hydroelectric projects? A. 
Union Bag and Paper Company has a lot of hydroelectric 
projects. 

Q. When were they financed? A. Oh, in various 
years. I don’t recall now. 

Q. Which were financed in 1905? A. I don’t know 
whether or not any of them were. There may have been 
some but I just don’t know. In any event I don’t think 
Mr. Cole would have been counsel on them in 1905 because 
I don’t think he was big enough. 

Q. By “big enough,” you mean old enough? A. 
That is what I mean. In other words, he is about as old 
as you and I, and we weren’t doing anything. 

Q. Did you ask Mr. Fisk if he had made a study of 
the security market conditions as they existed in the spring 
of 1905 in connection with his valuation of the McCall 
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stock! A. No, sir, I did not. I did not talk to Mr. Fisk 
after lie arrived at his conclusion as to that. 

[7153] Q. Did you ask Mr. Cole! A. It seems to me 
that during the several months that Mr. Cole was attempt¬ 
ing to find records and was discussing this matter off and 
on with Mr. Fisk that he did mention information concern¬ 
ing the market had been given to Mr. Fisk. However, that 
is simply a recollection. 

Q. What cash value had Mr. Cole decided upon! A. 
I don’t know. I don’t know whether he decided upon any 
or not. It is my understanding Mr. Fisk made the decision 
as to the cash value. 

Q. Mr. Gunn, I am a little confused. I t hink you have 
stated at page 430 of the transcript you saw Mr. Pliny 
Fisk, Sr., two or three times! A. That is my recollec¬ 
tion. 

Q. “What is the fact! Did you see Mr. Pliny Fisk, 
Sr., two or three times or just once! A. My recollec¬ 
tion is that I saw him twice, that I did see him two or three 
times. However, I note that Mr. Fisk states in one of 
these documents that he saw me only once. Mr. Fisk made 
this statement at the conclusion of his investigation into 
the valuation of stock and his recollection is probably 
more creditable than mine because I am attempting to re¬ 
member how many times I saw him eight years ago, and 
I was seeing a large number of people at that time. It 
can be said that perhaps my recollection is not as good as 
was Mr. Fisk’s at the time he made the statement. 

[7154] Q. When you refer to Mr. Fisk’s statement you 
are referring to the statement made at the bottom of page 
70 of Exhibit 27. Is that right! A. Yes, sir. 

Q. Mr. Fisk there states among other things that you 
came to see him in June of 1938 and at that time, “I told 
Mr. Gunn that I would be very glad to have my son, Pliny 
Fisk, Jr., and my personal attorney, W. D. Cole, make a 
search for these records. That was the only occasion upon 
which I spoke to Mr. Gunn.” A. Yes, that is right. I 
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recall distinctly at that time there was a discussion of 
several hours I had with Mr. Fisk. When I testified at 
page 430 that I had seen him two or three times I then 
thought that I remembered I had seen him on one or two 
occasions after that, but perhaps my recollection was de¬ 
fective. 

Q. Did Mr. Fisk show you any previous valuation of 
the services of the Fisk firm to McCall Ferry? A. No, 
sir. 

Q. Did you ask Mr. Fisk if he was aware of any pre¬ 
vious valuation of his firm’s services to the McCall Ferry? 
A. No, sir. On the occasion I talked with Mr. Fisk we 
didn’t discuss valuation of either services or stock. 

Q. Then so far as you know there never was a previous 
valuation of services of the Fisk firm? [7155] A. That 
is right. 

• • • 

[7158] By Mb. Hall: 

Q. Mr. Gunn, when Mr. Fisk states in his affidavit that 
his firm arranged for the sale of approximately $8,000,000 
principal amount of bonds, and the preferred stock, he has 
forgotten, has he not, that $2,620,000 of the subscriptions 
were obtained by Lee, Higginson and Company? A. 
Where do you find that statement, Mr. Hall, on page 72? 

Q. Yes, near the top of the second answer. A. May 
I have the question, please? 

(Question read.) 

The Witness: No, I don’t think he has forgotten, Mr. 
Hall. He doesn’t say his firm sold $8,000,000 of bonds. 
It says they simply arranged for the sale of it. Now, as 
I understood it, his firm did arrange to retain the Lee, 
Higginson subscription, and it is to that that he is re¬ 
ferring there. 

By Mb. Hall; 

Q. The fact is that Lee, Higginson Company did obtain 
subscriptions to $2,620,000 principal amount of bonds. 
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Eight? A. Yes, some such amount as that as I recall it. 

Q. And the fact is that the Coffin interests obtained 
bond subscriptions in the principal amount of $1,550,000. 
Is that right? [7159] A. I don’t know what you mean 
by “Coffin interests.” 

Q. I thought we had discussed Coffin interests in the 
record to some extent already. A. We have, if it is that 
discussion to which you refer. Then it is my understand¬ 
ing that Coffin and some other people that might be im¬ 
puted to association with him had raised certain bond sub¬ 
scriptions. I don’t remember just what they were. 

Q. And adding the $2,620,000 plus the $1,550,000 prin¬ 
cipal amount to which I referred, we arrive at a total of 
$4,170,000? A. Yes, sir, those two figures add up to that 
amount. 

Q. And subtracting the $4,170,000 figure from the total 
of $8,075,000 principal amount procured leaves $3,905,000? 
A. Yes, sir, roughly $4,000,000. 

Q. That means that the Fisk firm participated in the 
procuring of a part of the bond subscriptions represented 
by the figure of $3,905,000? A. Will you read that, 
please? 

(Question read.) 

The Witness: Yes, it means they did what you stated 
in that question, and also they arranged to retain all of 
the other subscriptions that had previously been gotten by 
Lee, Higginson and others. 

[7160] By Mr. Halt,: 

Q. And if Bertron, Storrs & Griscom obtained any sub¬ 
scriptions the subscriptions they obtained came out of the 
amount of $3,905,000 principal amount? A. I don’t re¬ 
call the facts well enough to say whether or not that is 
true. As I recall, from the records we examined and which 
are included in Exhibit 27 of Bertron, it was impossible to 
actually trace who had obtained what particular subscrip¬ 
tions. 
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Q. If Bertron, Storrs & Griscom sold any subscrip¬ 
tions they necessarily had to sell part of the $3,905,000 
amount that I referred to? A. Well, no. I don’t think 
that follows. It might have been a part of what has been 
ascribed, the Bertron subscriptions may have been a part 
of those subscriptions which have been assigned to Coffin. 

Q. But you don’t know that is a fact? A. No, I 
don’t know either way. It is impossible to trace who ob¬ 
tained what subscriptions. 

• • • 

[7167] By Mb. Hall: 

Q. The earliest valuation appearing in the records of 
Bertron, Storrs and Griscom is November 21, 1906, more 
than a year after the date the stock was issued by McCall 
Ferry. Isn’t that so? A. Yes, sir, that appears to be 
correct. 

Q. Construction had not begun at the time of the 
transaction but was well under way in November of 1906. 
Isn’t that so? That is the transaction which resulted in 
the issuance of the stock? A. I believe that is correct. 
I can check it if you wish. 

Q. Yes, will you check it? Didn’t construction begin 
in October, 1905? [7168] A. Yes, as I understand, it 

did. 

Q. The dates of completion of the project and realiza¬ 
tion of earnings were a year nearer in November of 1906. 
Isn’t that right? A. Yes, sir, I think that is correct. 

Q. Wouldn’t you- A. At least they thought it 

was. Let’s put it that way. 

Q. At that time they thought it was? A. Yes, that 
is right 

Q. And we must consider these records only pro¬ 
spectively? A. I think that is correct 

Q. In the sense in which they were making them? 
A. Yes, I believe that is correct. 

Q. Wouldn’t you expect the stock, if it in fact had a 
value, to be worth more in 1906 than in the spring of 1905? 
A. Yes, I would think it would be worth more. 


Donald Chirm, Cross 


887 


Q. But even at the date of November, 1906, Bertron, 
Storrs and Griscom placed a book value of only $1.00 a 
share on the common stock and $10 a share on the preferred 
stock. Isn’t that so? 

The Witness: May I have that question, please? 

(Question read.) 

The Witness: They recorded those two stocks at the 
values you mention in their books. I don’t consider they 
represent a valuation of the stock. 

[7169] Q. The changes Bertron, Storrs and Griscom later 
made in these valuations were obviously an effort to antici¬ 
pate the approaching completion of the project. Isn’t 
that so? A. I don’t know whether or not they were. It 
is not obvious to me. 

Q. They could have been? A. I don’t know. 

Q. Bertron, Storrs and Griscom never sold any shares 
at those valuations or any valuation. Isn’t that right? 
A. Not so far as I know. 

• • • 

[7170] By Me. Hall: 

Q. Isn’t it a fact, Mr. Gunn, that as the project ap¬ 
proached completion of construction the values reflected on 
the books of Bertron, Storrs and Griscom increased? A. 
Yes, I believe up to a certain point they did increase, and 
then they decreased. 

Q. The changes reflected on the records of Bertron, 
Storrs and Griscom for the common stock are reflected on 
page 48 of E xhib it 26. Is that right? A. Yes, sir, they 
are. I might mention in that connection, Mr. Hall, that be¬ 
cause of the peculiarity of the change it was largely those 
facts stated there which caused me to consider that the 
entries on Bertron’s books weren’t worth very much as evi¬ 
dence of cash value. 

Q. To what peculiarity do you refer? A. Well, on 
November 21, 1906 they recorded $1.00. On December 
11th, they doubled it and called it $2.00. On December 31, 
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they raised it from $2.00 to $10.00. Certainly there was 
nothing in construction during that period of time, nor the 
nearness to completion, which would have justified any 
such gyrations as that in the value of stock, or at least 
nothing I can imagine. 

Q. Do you consider an $8.00 increase between Novem¬ 
ber 21, 1906 and December 31, 1906, a gyration in the 
stock! A. It certainly is in my language when it lies 
between [7171] $2.00 and $10. 

Q. Is that increase an unjustified gyration! 

• • • 

The Witness: I don’t know. It is just a gyration. 

By Me. Hall: 

Q. Did you consider that it was an unjustified in¬ 
crease! A. No, I just considered I didn’t know what it 
was for, and because of those gyrations I referred to I 
didn’t think any of them were worth very much as evi¬ 
dence of the value of the stock. 

Q. Do you have a record of the values placed on the 
books of Bertron, Storrs and Griscom for the preferred 
stock! A. Yes, sir, I believe that is given on page 47 
of Exhibit 28. It seems to have been similarly gyrating, 
except one of them was left out. If you will notice on No¬ 
vember 21 they had it at $10. a share and on December 31, 
which was about four or five weeks later, they raised it 
to $40 a share. Next April they raised it to $50. I just 
[7172] don’t know what they were doing to those valua¬ 
tions. They don’t look like valid valuations to me, though. 

Q. When did the McCall Ferry financial difficulties be¬ 
gin! Just before December 31, 1907, right! A. Yes, in 
the latter part of 1907 they began to realize they were in 
difficulty. 

Q. And on December 28, 1908, what was the situation 
financially! 

The Witness: May I have the question, please! 

(Question read.) 
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The Witness : McCall Ferry Power Company had de¬ 
faulted on its bond interest. 

By Mb. Hall: 

Q. Mr. Gunn, the only shares that Bertron, Storrs and 
Griscom ever purchased were the 150 shares of common 
stock they had promised to Pullen in 1905 in connection 
with the acquisition of Pullen’s option. Isn’t that so? 

Mb. King: May I have that question, please? 

(Question read). 

The Witness: That is all I know of. 

Trial Examines: 1905 or 1907? 

Mr. Hall: They had promised to Pullen in 1905, 

Mr. Examiner. The purchase was made in 1907 by 

Bertron, Storrs and Griscom. 

The Witness: May I have the question and answer 
again, [7173] please? 

(Question and answer read.) 

The Witness: Yes, that is the only purchase I know 
of. 

By Mr. Hall: 

Q. Was that a cash purchase? A. I don’t know 
whether or not it was. I presume it was. 

Q. Will you refer to page 190 of Exhibit 27 ? Is that 
page from a cash book? A. It appears to be. 

Q. And since the Pullen purchase appears there we 
may draw the reasonable inference that cash was paid? 
A. Yes, I think you may. 

Q. That purchase by Bertron, Storrs and Griscom was 
made on August 9, 1907, when the plant was nearing com¬ 
pletion. Is that right? A. That is correct. It was also 
made at a time when Bertron had stated in his account a 
ten dollar value for stock. It seems to me that he bought 
an imaginary bargain. 
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Q. That purchase was made over two years later than 
the date of issuance of the stock. Isn’t that so? A. Yes, 
sir. 

Q. In the summer of 1907 the officers were making 
rather confident predictions of selling power by June, 1908. 
Is that right? [7174] A. June, 1908? 

Q. Yes. A. I don’t recall whether or not that is a 
fact. Perhaps I can verify it if you wish. 

• • • 

[7178] By Mr. Hall: 

Q. The Bertron, Storrs & Griscom records were the 
only contemporaneous records, is that right? A. The 
only contemporaneous records but there is no possible way 
for us to know whether Bertron had some sort of an ar¬ 
rangement with Pullen whereby he had agreed to take that 
stock from them at $5 a share at the time the Pullen option 
was secured. I am not saying he did do it, but I am say¬ 
ing that very well may have accounted for it. 

Q. Do you th in k that Bertron, Storrs & Griscom were 
[7179] fulfilling an obligation to Pullen? A. I think 
they might have been. 

Q. And that obligation was being fulfilled by Ber¬ 
tron, Storrs & Griscom at $5 a share. Is that right? A. 
It was being fulfilled at $5 a share and for that reason I 
do not think it could be construed to represent a sale es¬ 
tablishing value at all 

• • • 

[7206] By Mr. Halt,: 

Q. Mr. Gunn, will you refer to page 8 of Exhibit 27? 
A. Yes, sir, I have it before me. 

Q. Doesn’t it there appear that the value of 20 to 30 
dollars per share referred to by Mr. Hutchinson was de¬ 
termined by earnings alone? 

The Witness: May I have the question, please? 

(Question read.) 
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The Witness : He says his conclusion was based upon 
earnings alone. Those are the precise words. 

By Mb. Hall: 

Q. Yon have no reason to doubt that? A. No. 

Q. Hutchinson does not say in his affidavit that that 
value could have been secured from a willing buyer at the 
time of the transaction for cash. Isn’t that so? A. He 
does not say he could. He does not say he couldn’t. He 
just doesn’t say. 

Q. And isn’t it a fact that the twenty to thirty dollars 
per share valuation used by Mr. Hutchinson could have 
had reference only to earnings in the future? A. I 
don’t know whether that would be true or not. That very 
well may have been Mr. Hutchinson’s manner of express¬ 
ing it. Mr. Hutchinson had been asked to state what he 
thought [7207] the value was at the time the securities 
were received by him and I take that statement to mean he 
thought they were worth from 20 to 30 dollars a share. 

Q. In terms of earnings alone? A. He has those 
words in there. I don’t know what they mean. I think 
if you are going to take any implication out of those words 
it might be that if other things were considered he thought 
the stock had a greater value. 

* • • 

[7208] Mr. Goldberg : Questions have been asked to elicit 
from the witness what use he made of these affidavits 
and what there is in them to support the use he made 
of them. These people are not here. They are not 
made available for cross-examination. We have no 
means of knowing what weight or how the exhibits are 
to be approached except the exhibit itself and some 
attempt to find out from the only man we have made 
available to us who had anything to do with the prep¬ 
aration of these exhibits, or who has had contact with 
the individuals involved, what in the world these vague 
and indefinite statements in the affidavits mean. 
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Personally we are of the opinion they are worth¬ 
less. 

Trial Examiner: Very well. 

Proceed. 

Mr. King : If yonr Honor please, I move to strike 
the last phrase “We are of the opinion they are worth¬ 
less.’ ’ It contributes nothing to the record and is 
proper comment, if proper at all, in the brief. 

Trial Examiner: Motion to strike is denied. 

• • 9 

[7209] By Mr. Hall: 

Q. In view of the fact that the valuation of 20 to 30 
dollars was to be as of a date prior to the realization of 
earnings, the earnings that he has reference to necessarily 
were prospective earnings. Isn’t that so? 

Mr. King: Your Honor, there again it calls for 
speculation. 

Trial Examiner: He doesn’t have to speculate. 
If he doesn’t know he says so. If he does, based upon 
what other information he may have, he may answer. 

Mr. King: The question is not pitched that way. 
To [7210] answer at all it requires speculation. I 
object to the question. 

Trial Examiner: Objection overruled. 

The Witness: May I have the question, please? 

(Question read.) 

The Witness: Yes, I think that is right. I think they 
were prospective earnings of the initial project probably, 
not the ultimate project. 

By Mr. Hall: 

Q. And that is borne out, Mr. Gunn, by the fact that 
Mr. Hutchinson based the 20 to 30 dollars on a dividend of 
from two to three per cent of its par value of the common 
stock. Is that right? 
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The Witness: May I have the question, please? 
(Question read.) 

The Witness: Yes, I would say that is correct. 
Whether that is all Mr. Hutchinson had in mind in reaching 
the conclusion I don’t know. 

• • • 


[7215] Trial Examiner: How did he get from two to 
three per cent return on par value to a valuation of 
$20 to $30 per share? 

The Witness: I don’t know. That is just what I was 
trying to explain, Mr. Examiner. 

The two to three per cent, as I understood it, relates 
to the initial project. Then after 1, 2, 3, or maybe 4 years 
it was contemplated the project would be considerably ex¬ 
tended and would very materially increase the earnings 
from the common stock based upon the initial project alone, 
and it is the consideration that Hutchinson gave to that of 
which [7216] I am not aware. 

Trial Examiner: How did he capitalize the two 
or three per cent returns and get $20 to $30? 

The Witness: I don’t know. I don’t know whether he 
based that on a simple capitalization or not. If you are 
going to assume that it is a simple capitalization then it 
would seem to me he capitalized it at about ten per cent. 

By Mr. Hall : 

Q. Mr. Gunn, do you know the persons who fully con¬ 
curred in the opinion as to the $20 to $30 per share valua¬ 
tion used by Mr. Hutchinson? A. No, I do not. Mr. 
Hutchinson there referred to the people who were associ¬ 
ated with the McCall Ferry enterprise, and I don’t know 
which ones he had in mind. I presume he had in mind 
generally the people who were closely associated with him. 
It might have been the board of directors, for example. 
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Q. Did you ask Mr. Hutchinson whom he had in mind? 
A. No, I did not. I assume he had in mind people con¬ 
nected with the McCall Ferry Power Company. 

Q. Do you know whether Hutchinson investigated the 
market conditions in 1905 to determine the reasonableness 
of his conclusions with respect to the cash value of the 
securities of McCall Ferry? A. May I have that ques¬ 
tion again, please? 

[7217] (Question read.) 

The Witness: I don’t know whether he investigated 
the stock market conditions but he investigated very thor¬ 
oughly the power market conditions. I assume since he 
lived during that period he certainly had some knowledge 
of what the money market conditions were. 

By Mr. Hall: 

Q. What experience did Mr. Hutchinson have in finan¬ 
cial matters, if you know? A. I do not know. I know 
he had been connected with several enterprises, but just 
precisely the capacity in which he was connected I do not 
know. 

Q. Had Mr. Hutchinson ever made any valuation of 
stock that you know of? A. No, not except as he would 
have evaluated stock in buying and selling it for his own 
use or for whomever he may have bought it. 

Q. Had McCall Ferry continued in business on the 
basis of the original capitalization plus the additional 
funds needed to complete the project, it would have been a 
very long time, wouldn’t it, before any surplus would have 
been available as dividends to the common stockholders? 
A. I haven’t made any computation of that but I assume 
it would have been a considerable period of years. 

Q. Mr. Hutchinson made his valuation solely for your 
[7218] use in connection with the original cost studies? 
A. Well, that was the occasion for my asking him to make 
it. I presume he made it for any and every use for which 
it might be needed. 
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Q. And it was made about 34 years after the event? 
A. Some such period of years. The date of the affidavit 
shows it 

Q. You are claiming a cash value of $25 for the com¬ 
mon and $50 for the preferred stock in the spring of 1905. 
Right? A. Yes, sir. 

Q. Had any construction been started at that time? 
A. No, sir. 

Q. The fact is that the plans for the project at that 
time had not been fully completed. Right? A. That is 
correct, they had not been fully perfected. 

Q. And further the site and location of the dam had 
not been definitely settled? A. That is right, it had not. 

Q. Isn’t it also a fact that no construction bids had 
been called for or received in the spring of 1905? A. 
Yes, sir. 

Q. And it had not been determined who was to con¬ 
struct the project. Isn’t that so? A. What is the ques¬ 
tion, please? 

[7219] (Question read.) 

The Witness: That is correct, except that McCall 
Perry Power Company would. I take it you mean by that 
question it had not been determined what contractor would 
construct it. Is that it ? 

By Mb. Hall: 

Q. That is right. A. That is right, the contractor 
had not been selected. 

Q. What was the date of the construction contract? 
[7220] A. Cooper’s contract was dated October 18, 1905. 
That is shown on page 58 of Exhibit 26. 

Q. I believe you have indicated in the spring of 1905 
it had not been decided whether McCall Ferry would build 
a project itself or let someone else do it. Is that right? 
A. No. What I was attempting to indicate at that point, 
what I was attempting to ascertain, was what your ques¬ 
tion meant. 
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Q. Yes. A. You simply asked me if it had been de¬ 
cided who would build the project. My answer was that 
it had been decided that McCall Ferry, as a corporation, 
would build it or have it built, and that the contractor had 
not actually been selected. 

Q. Was that in the spring of 1905? A. I think we 
are all tangled up now. In the spring of 1905 it was de¬ 
termined that a project would be built by McCall Ferry 
Power Company, but the contractor for the actual con¬ 
struction of the project had not then been selected. 

Q. And bids were not called for until August. Is that 
right? A. I believe that is correct. 

Q. In other words, in the spring of 1905 the McCall 
Ferry Company did not know whether they would construct 
the project themselves or let someone else do it for them? 

[7221] Mr. Sparks: May I object to that part of the ques¬ 
tion, letting someone else do it for them, unless you 

specify who it means? 

Mr. Hall: Obtaining a contractor. 

The Witness: I don’t think McCall Ferry Power Com¬ 
pany ever considered constructing the project without ob¬ 
taining a contractor in one way or the other. 

Does that answer your question? 

By Mr. Hall: 

Q. Yes. 

The total construction cost of the project had not been 
determined in the spring of 1905. Isn’t that so? A. 
Well, an estimate had been prepared but it was on a project 
different in scope from the project actually built, and there¬ 
fore the ultimate cost was different. 

Q. It was not based upon the completed plans at that 
time either. Is that right? A. What does “It” refer 
to? 

Q. The company had not finally determined what the 
plans would be? A. No, not in final detail. 
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Q. Do you think that an estimated dividend rate of two 
to three per cent fixes any specific value on stock T 

The Witness: May I have the question? 

(Question read.) 

[7222] The Witness: That standing alone, I don’t know 
whether it would or not. However, I think Hutchinson had 
much more information at his disposal than that figure 
standing alone. 

By Mr. Hall: 

Q. Will you refer at this time to page 49 of Exhibit 
26, Mr. Gunn? A. Page 49? 

Q. Of Exhibit 26. You there indicate the prospectus 
which is part 5 of Exhibit 27, shows estimated earnings 
equal to seven per cent on the proposed issue of four mil¬ 
lion dollars par value common stock. Right? 

The Witness: May I have the question? 

(Question read.) 

The Witness : Yes, that is what is there shown. How¬ 
ever, the actual issue was five million dollars. 

By Mb. Hall: 

Q. Referring to that estimate and all the other in¬ 
formation that you had, you nevertheless stated “An esti¬ 
mated return of seven per cent on the common stock does 
not fix any specific value on that stock. ’ ’ A. That is my 
opinion of it. I couldn’t fix the value standing on that 
alone. 

Q. And that is the same sort of information Hutchin¬ 
son was using on page 8 of Exhibit 27. Right? A. Yes, 
plus all other things he knew about the project. [7223] 
He used that sort of information plus all other knowledge 
he had of the project and its development. 
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[7311] GEORGE W. SPAULDING 

• • • 

Be-Direct Examination. 

By Mr. Sparks: 

• • • 

[7316] Q. Did Safe Harbor agree to the termination of the 
contract identified as Exhibit 71 and the exclusion of Safe 
Harbor as a party to the new contract, Exhibit 72? A. 
Yes. 

• • • 

[7317] Q. Mr. Spaulding, are these letters which have just 

been identified as Exhibits 160 and 161 the correspondence 

between Penn Water and Safe Harbor regarding the 
termination of the contract identified as Exhibit 71 and the 
execution of the contract identified as Exhibit 72? A. 
They are. 

• • • 

[7321] Q. Will you briefly illustrate the process of deter¬ 
mining the savings from a single interchange transaction 
for a single hour? A. I previously stated in my testimony 
that an interchange transaction really involves three 
stages. The first a scheduling stage, second, an operating 
stage, and third, an accounting stage. 

In considering the “savings ’’ we are concerned only 
with the accounting procedure. Suppose, then, that based 
on a scheduled interchange transaction the load dispatch¬ 
ers have arranged for the supply of interchange energy 
and capacity from Penn Water and Safe Harbor to one of 
their Pennsylvania customers. Some time after the actual 
operations have occurred the customer who received such 
interchange supply will advise Penn Water of its estimate 
of the additional operating costs that would have been in¬ 
curred by them had the interchange supply from Penn 
Water and Safe Harbor not been received. Such estimated 
costs will include that customers cost in boiler operations, 
of starting units, of savings in fuel, and any reduced cost 
allowance for incremental labor and for maintenance. For 
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this same period of the interchange transaction, Baltimore 
Company will similarly estimate their actual increased cost 
of operation, resulting possibly from the operation of ad¬ 
ditional boilers or units, their cost of [7322] additional 
fuel burned, the cost of any additional labor where needed, 
and any allowance for incremental maintenance, these being 
costs which they would not have incurred in the absence 
of this interchange transaction. 

Baltimore Company’s additional operating costs will, 
of course, be less than the reduction in operating expenses 
of Penn Water’s and Safe Harbor’s customers. Other¬ 
wise no interchange transaction would have been scheduled. 
The difference between Baltimore Company’s additional 
operating costs and the Pennsylvania customer’s reduced 
operating costs is the savings which are divided between 
the suppliers and their Pennsylvania customer, the re¬ 
ceivers. 

Q. How is this division of savings accomplished! 
A. To accomplish this division of the “savings” and it is 
usually on a 50-50 basis, Penn Water bills the Pennsylvania 
customer in connection with this transaction as a part of 
its interchange bill for that month an amount computed at 
one-half of the sum of the reduced operating costs of the 
customer and the increased operating costs incurred by 
Baltimore Company. 

The actual savings on the transaction do not appear 
on the bills as rendered. Only the billing costs and reve¬ 
nues are recorded in the operating accounts of Penn Water. 

Trial Examiner: May I have the last sentence, 
please? 

(Answer read.) 

[7323] By Mr. Goldberg: 

Q. After Penn Water has received the revenues for 
such interchange- 

Trial Examiner: Just a minute. That part of 
that answer is not understandable by me. Do you ex¬ 
pect the witness to develop it? 
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Mb. Sparks: I can ask him to do it right now, if 
your Honor please. 

By Ms. Sparks: 

Q. Mr. Spaulding, would you explain the last clause 
in your last answer? 

Mr. Goldberg: Let’s have that last clause. 

By Mr. Sparks: 

Q. Which reads “Only the billing costs and revenues 
are recorded in the operating accounts of Penn Water”? 
A. I am trying to distinguish, Mr. Examiner, between the 
recording on operating accounts of what was frequently 
referred to as “ savings’ ’ on these interchange transactions 
and the actual billing which is recorded as revenue on the 
operating accounts of Penn Water. 

The revenue so received will, of course, include the 
actual costs incurred plus an increment equal to one-half 
of the total savings, and they are the revenues that are 
recorded on operating accounts and not the savings as was 
frequently referred to both by myself and by Commission 
Staff [7324] counsel in that cross-examination. 

Trial Examiner: As I understand it, you do not 
show in Penn Water’s books the incremental cost that 
would be incurred by the Pennsylvania receiver, nor 
do you show the incremental costs that will be in¬ 
curred by Consolidated. 

All that your books show would be the revenues 
that Penn Water receives from the Pennsylvania re¬ 
ceiver or customer? 

The Witness: May I have that last question? 

(Trial Examiner’s question read.) 

The Witness: That is correct. 

Trial Examiner: The billing costs that you re¬ 
ferred to which would be reflected in the books would 
consist of what? 
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The Witness: The billing costs, as used here in con¬ 
tradistinction to revenues, were the payments that Penn 
Water might make to that customer for a purchase rather 
than a sale. 

Mr. Goldberg: How about using some figures and 
letting us see how it works! Take six mills as what 
it would have cost the Pennsylvania customer, four 
mills as what it would have cost Consolidated. Then 
what do you do! 

The Witness: You would, as I have explained, add 
the sum of those two costs together, and divide by two, and 
would bill the Pennsylvania customer at the rate of five 
mills per kilowatt hour if energy alone is involved. 

Mr. Goldberg: And then the money involved at 
the rate of [7325] five mills per kilowatt hour received 
from the Pennsylvania customer is recorded on Penn 
Water’s books as revenue! 

The Witness: That is correct. 

Then if during another transaction energy is pur¬ 
chased from the Pennsylvania customer as interchange, 
then there is a cost incurred by Penn Water which is then 
set up as an expense, and that is the billing costs that I 
referred to in contradistinction from the billing revenues. 
It is not in the same transaction but in another transaction 
in our assumptions here. 

Mr. Goldberg : I wonder if we could follow through 
that reverse procedure, that is where Penn Water is 
purchasing! 

Let’s assume it costs Baltimore six mills and it 
costs the Pennsylvania customer four mills. What is 
the procedure then in a purchase by Penn Water! 

The Witness: Again, the cost to Penn Water would 
be five mills, computed in the same manner if there was a 
50-50 split as we have assumed. Penn Water would set 
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up that five mills as part of its operating expenses, or 
part of its purchased power, and that would be the end of 
Penn Water’s accounts so far as that transaction is con¬ 
cerned. 

Mr. Goldberg : Thank you very much. 

By Mr. Sparks: 

Q. Mr. Spaulding, after Penn Water has received the 
revenues for such interchange services, how does Balti¬ 
more Company receive the benefit of the savings from such 
[7326] transactions? A. Regardless of whether Penn 
Water, Safe Harbor, or some other system plant actually 
supplied the electric services that entered into such inter¬ 
change transaction, and it is usually impossible to deter¬ 
mine exactly from which plant the service is supplied, 
Penn Water will receive additional revenue from inter¬ 
change as the result of such transaction, and these addi¬ 
tional revenues reduce the payment which Consolidated 
will make under the contracts identified as Items H and L 

Q. Will you refer to Exhibit 18 and explain how the 
revenues from interchange transactions enter into the com¬ 
putation of those bills? A. Referring to Exhibit 18, the 
additional revenue received by Penn Water will increase 
the amounts to be recorded in (e) 5, 6 or 7, as the case may 
be. The resultant reduction in the payment to Penn Water 
by Baltimore Company is in turn a reduction in Baltimore 
Company’s own operating expenses. Such reduction in 
the latter’s operating expenses will more than offset the 
increase in its operating expenses incurred at the time of 
the interchange transaction, and in such manner Baltimore 
Company receives the full benefit of all operating savings 
resulting from interchange transactions between Penn 
Water, Safe Harbor, and their northern customers. 
[7327] Q. Mr. Spaulding, in the discussion of “savings” 
at pages 2884 to 2899, you were asked about “savings” 
and “economies” resulting from firm power arrangements 
and coordinated operations. 


George W. Spaulding, Re-Direct 


903 


Did you have any difficulty in understanding these 
questions, the answers to which appear at transcript page 
2887, line 8, page 2896, line 24, and page 2898, line 1? 
A. Yes, I did. 

Q. Why? A. I did not understand what “savings” 
or 44 economies’’ were referred to in connection with these 
firm power contracts. 

Q. Are there savings involved in the Pennsylvania 
firm power contracts? A. Yes, in my opinion there are. 

Q. Are there savings involved in the contracts with 
Baltimore identified in this proceeding as Items E, F, and 
G, and H and I? 

• • • 

[7328] The Witness: Baltimore Company recently stated 
that it could not obtain or produce the same services now 
received from Penn Water and Safe Harbor more eco¬ 
nomically from any other source. Furthermore, in an¬ 
swering Commission counsel’s question it seemed to me 
that I would have to consider the “value of service” rather 
than “cost of service”, and I have no ready answers at 
this time relating to value of service. 

By Me. Spaeks: 

Q. Wliere were the statements made by Baltimore 
Company to which you have just referred? [7329] A. 
They are included in the answer of Consolidated Gas Elec¬ 
tric Light and Power Company of Baltimore to the Public 
Service Commission of Maryland in the matter of the in¬ 
vestigation of the rates of Baltimore Company. This 
answer was executed under oath June 5, 1944, by Mr. 
Cohn, the then president of Baltimore Company. The 
proceedings before the Public Service Commission of 
Maryland were known as Cases 4649 and 4661. 

• • * 

[7336] Q. Mr. Spaulding, several times during your cross- 
examination you referred to the impossibility of painting 
kilowatt hours. Do you mean that it is at all times impos- 
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sible on the interconnected system of Penn Water and 
Safe Harbor to trace the kilowatt hours from a generating 
source of such energy to the customers’ load centers! 
A. No, it is not always impossible. For example, where 
there may be only a single source of energy generation 
supplying a section of the system load there would be no 
trouble in tracing the kilowatt hours from the source of 
generation to that load center. 

Q. Does this situation ever exist on the Penn Water- 
Safe Harbor system! A. Yes, it does on certain sec¬ 
tions of this system from time to time. 

Q. Will you please give an example! A. Under 
most operating circumstances we have no difficulty in sepa¬ 
rating the identity of the 25-cycle electric services, includ¬ 
ing energy, transmitted from the Holtwood Power Devel¬ 
opment. For example, the Holtwood frequency changers 
[7337] connecting the 25-cycle and 60-cycle systems at that 
plant are very frequently shut down. Under such condi¬ 
tions we can be certain that all of the 25-cycle energy sent 
out from Holtwood is Penn Water’s own generated energy. 
We can, therefore, trace these kilowatt hours from Holt¬ 
wood to Baltimore and to Lancaster. The character of 
these 25-cycle services are so distinctive that we have no 
trouble in tracing or identifying them. 

Q. Can you similarly trace or identify the use made 
of the 25-cycle single phase energy generation at the Safe 
Harbor plant! A. Yes, but to a more limited extent, 
because frequently operating conditions require the conver¬ 
sion of power from 60-cycle three phase to 25-cycle single 
phase by means of the frequency changer at Safe Harbor. 

Furthermore, we cannot always trace the energy on 
the high tension 25-cvcle single phase transmission system 
to the trolley system of the railroad and identify it as 
being energy generated at Safe Harbor because of its mix¬ 
ture with the electric services flowing into this section of 
the transmission system from the other sources of supply 
at Philadelphia and Washington. 
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Q. You have referred to the conversion of power from 
60-cycles to 25-cycles at Holtwood and at Safe Harbor 
through frequency changer units. Will you please describe 
such [7338] conversion? A. The frequency changer 
units installed at Holtwood and at Safe Harbor consist, for 
each unit, of two large rotating machines directly con¬ 
nected to a single shaft, each machine being designed to 
operate from time to time as either a synchronous motor 
or a synchronous generator, depending upon the operating 
service requirements. 

The machine on one end of the frequency changing 
unit is designed for operation at 60-cycles and the one at 
the other end at 25-cycles. 

If power is being converted from 60-cycles to 25- 
cycles, the 60-cycle machine will be operated as a motor, 
driving the 25-cycle machine as a generator by the mechan¬ 
ical power transmitted through its direct connected shaft, 
and, similarly, when power is converted from 25-cycle to 
60-cycle the 25-cycle machine will be acting as the motor 
and the 60-cycle machine as the generator. 

The direction of power flow, and the amount of con¬ 
version, may be controlled at Safe Harbor by mechanically 
varying the relative position of a stator, thus changing the 
electrical phase angle. 

[7339] Q. Can you normally trace and identify the 60- 
cycle energy supplied at Holtwood or Safe Harbor to the 
load centers of Penn Water and Safe Harbor’s customers? 
A. Not normally, because there is usually a co-mingling 
of the energy and other electric service attributes gen¬ 
erated at Holtwood and at Safe Harbor, and frequently a 
further co-mingling with backfeed from one of their Penn¬ 
sylvania customers or from Baltimore. 

Q. Does it ever happen that all of the electric services 
originate at the Baltimore and Washington Steam Plants? 
A. No, such operation does not occur. 

Q. If all the energy were generated in Baltimore and 
Washington, would you then be able to trace this energy 
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to your Pennsylvania customers? A. If at such, time 
we were not receiving any interchange energy over Penn 
Water and Safe Harbor’s interconnections with their Penn¬ 
sylvania customers, there could be little doubt but that 
such energy supply would be traceable from its generating 
source in Baltimore and Washington to Penn Water and 
Safe Harbor’s customers and to the Pennsylvania Rail¬ 
road through Safe Harbor. Even under such operating 
circumstances Penn Water and Safe Harbor would be con¬ 
tributing certain essential attributes of the electric service 
being supplied in Pennsylvania. The energy so supplied 
by Baltimore to Penn Water and Safe Harbor would 
necessarily be changed [7340] in voltage and perhaps in 
frequency, would be mixed with reactive or wattless energy, 
and would be backed up by the spinning reserve capacity 
supplied by the hydro units operating as condensers, so 
that although we might be able to trace the energy from 
the generating source to the load centers we would find 
such resulting electric services would be considerably al¬ 
tered in their essential characteristics. 

• • • 

[7343] By Mr. Sparks: 

Q. Mr. Spaulding, was parallel operation of Metro¬ 
politan Edison Company system and Penn Water system 
continuous from December 6, 1931? A. No. Regular 
parallel operation was not possible until the end of Jan¬ 
uary, 1932. 

Q. Had Penn Water made the necessary changes in 
its equipment at Holtwood prior to January, 1932? 

Trial Examiner: Will you read that? 

(Question read.) 

The Witness: Yes, in October, 1931, Penn Water re¬ 
arranged its transformer units at Holtwood to provide ad¬ 
ditional capacity for its York circuits. These changes were 
made coincident with other changes required in its trans¬ 
formers and circuits to provide for the operation of the 
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tie circuits between the Holtwood and the Safe Harbor 
plants. 

By Mb. Sparks: 

Q. When parallel operation with Metropolitan Edison 
[7344] was established in January, 1932, was the tie circuit 
between Holtwood and Safe Harbor then in operation! 
A. Yes. The Safe Harbor-Holtwood tie circuits went into 
service a few weeks prior to the parallel operation with 
Metropolitan Edison. 

Q. Then, in January of 1932, both the tie lines from 
Penn Water to Metropolitan Edison and the tie lines from 
Holtwood to Safe Harbor were in operation and electric 
services from Safe Harbor could have been used by Penn 
Water for supply to Metropolitan Edison! A. That is 
correct. However, it was recognized that in such operation 
Safe Harbor might be acting beyond its authority received 
from the Pennsylvania Public Service Commission, which 
did not include permission to sell or dispose of Safe Har¬ 
bor’s services directly or indirectly to Metropolitan Edison. 

Q. How was this situation corrected! A. The sit¬ 
uation was immediately corrected by separating various 
amounts of Holtwood generating capacity from the rest of 
the Penn Water system and connecting it only to the York 
circuits for the supply of electric services to the Edison 
Light and Power Company and to the Metropolitan Edison 
Company, under the contracts identified as Exhibits 138 
and 139. Such operation, however, was not as economical 
nor as reliable as would result from this supply being 
paralleled [7345] with the main power system of Penn 
Water and Safe Harbor. 

Q. How long did this segregated method of operation 
of the York supply continue! A. About one year. On 
January 10,1933, Safe Harbor obtained additional author¬ 
ity, granted by order of the Public Service Commission, 
permitting it to sell or dispose of its services to Metro¬ 
politan Edison Company among others. 
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Q. Mr. Spaulding, I show you a document entitled 
“Copy—Application of the Safe Harbor Water Power Cor¬ 
poration for a Certificate of Public Convenience, evidencing 
the Commission’s approval of the modification of the order 
of the Public Service Commission issued to the Safe Har¬ 
bor Water Power Corporation on the 31st day of March, 
A. D. 1930,’’ consisting of an application and a report and 
order of the Pennsylvania Public Service Commission, and 
I ask you if that is a true copy of the application and order 
filed in January of 1933? A. It is. 

Q. Mr. Spaulding, does the application show that it 
was executed on the 29th day of March, 1932? A. It 
does. 

Q. And is the date of filing which I mentioned, of 
January, 1933, incorrect? I am referring to the filing of 
the application. A. The application was filed in March 
of 1932. 

[7346] Q. And is the order of the Commission as of Jan¬ 
uary 10, 1933? A. That is correct. 

Mr. Sparks: I ask, Mr. Examiner, that this docu¬ 
ment be marked for identification as Exhibit 163. 

Trial Examiner: The document handed the re¬ 
porter may be marked Exhibit 163 for Identification. 

(The document referred to was marked Exhibit 
No. 163 for Identification.) 

By Mr. Sparks: 

Q. Mr. Spaulding, does this document contain the ap¬ 
plication and order which you identified for the record at 
transcript pages 3454 and 3455? A. It does. 

Q. Will you please indicate the dates on which par¬ 
allel operation directly between Penn Water or Safe Har¬ 
bor’s generating plants and the main system of Pennsyl¬ 
vania Power and Light Company was begun? A. The 
hydroelectric plants of Penn Water and Safe Harbor were 
first paralleled directly with the main system of Pennsyl¬ 
vania Power and Light on October 8, 1935. Such parallel 
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operation was specifically contemplated under the contract 
identified as Exhibit 76 and this parallel operation was 
made possible upon the completion by Pennsylvania Power 
and Light of its 66 K. V. transmission circuit between its 
[7347] Harrisburg sub-station and its Donegal sub-station 
northwest of the city of Lancaster where a connection 
was made to an existing 66 K. V. circuit extending from 
Safe Harbor to this Donegal sub-station, a distribution 
center of Pennsylvania Power and Light Company. These 
interconnection facilities, including those provided by Penn 
Water and Safe Harbor at Safe Harbor and Manor sub¬ 
station, were used more or less continuously until Novem¬ 
ber 1939 and this interconnection of Penn Water and Safe 
Harbor with P. P. & L. has been used continuously since 
that date. 

Q. When were the facilities of Penn Water and Safe 
Harbor first paralleled directly with the Philadelphia Elec¬ 
tric Company’s main system? A. Parallel operation of 
Safe Harbor and Penn Water’s system with that of the 
main system of Philadelphia Electric Company resulted 
from the continuous parallel operation of the Pennsyl¬ 
vania Railroad’s extensive transmission system in the man¬ 
ner contemplated under the provisions of the contracts 
identified as Exhibits 134 and 135. 

Such parallel operation of the single phase power 
supply facilities of Penn Water, Safe Harbor and Phila¬ 
delphia Electric Company was tested out on October 30, 
1934, was operated more or less continuously until June, 
1938, and since 1938 all of the railroad’s power supply 
sources, other than that from New York City, have been 
operated in parallel. 

[7348] Trial, Examiner: What do you mean by “Parallel 

operation”? 

The Witness: By parallel operation is meant the op¬ 
eration of two systems, or sources of power supply, in 
synchronism as a result of an electrical connection between 
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those two systems, and as a result of that electrical con¬ 
nection those two systems are electrically tied together. 

Trial Examiner: What is the difference between 
calling it a parallel operation and just saying the sys¬ 
tems were connected as of a certain date and remained 
so over a period of time? 

The Witness: I don’t think there is any distinction, 
as long as the expression “tied together” means elec¬ 
trically tied together. 

Trial Examiner: Is that the full significance of 
the term as it appears in the contracts insofar as an 
engineering interpretation of those contracts is con¬ 
cerned? 

The Witness: Yes, sir, I think it is, remembering, of 
course, that when you refer to tying together two systems 
it may imply tying together parts of two systems, and 
that is the reason I used the expression “the main system 
of” because by “main” I meant to include all of the elec¬ 
trical transmission system and the sources of supply avail¬ 
able to that particular company and operated together as 
a system. 

Trial Examiner: Does “parallel operation” con¬ 
note cooperation of any kind? 

[7349] The Witness: No, sir. Parallel operation as I 
use it, and as I know of its use, means only the actual 
operation. 

Trial Examiner: It doesn’t signify in addition 
power factor cooperation? 

The Witness : No, sir, it does not signify that. 

Of course there must be that result but it does not 
signify anything other than just the technical fact you tie 
two circuits together electrically. 

Trial Examiner: All right, Mr. Sparks. 
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By Mr. Sparks: 

Q. At pages 3615 and 3616 Mr. Goldberg was question¬ 
ing the justification for your allocation of the entire cost 
of the two—220 K. V. Safe Harbor-Baltimore-Washington 
transmission lines to Baltimore Company in Exhibit 35, 
was he not? A. That is right. 

Q. You did assign the entire cost of those lines to 
Baltimore Company in Exhibit 35, did you not? A. Yes, 
sir. In my opinion the total cost of those lines should be 
allocated 100 per cent to Baltimore Company. 

Q. Are those transmission lines used at times for back¬ 
feed? A. Yes, practically all of the backfeed from 
Baltimore and Washington to Safe Harbor and Penn Water 
is transmitted over those lines. 

[7350] Q. Do you consider the transmission of such back¬ 
feed to Safe Harbor and Penn Water a service that Penn 
Water renders to Baltimore Company? A. Yes, I do. 

Q. Will you briefly state for what general purpose 
backfeed is supplied from Baltimore and Washington to 
Safe Harbor and Penn Water over these facilities? A. 
Generally, the backfeed is so supplied to accomplish the 
maximum overall economy of system operations. More 
specifically, such backfeed is supplied by Baltimore Com¬ 
pany to Penn Water and Safe Harbor for three different 
purposes: 

First, as electric services supplied to the hydro com¬ 
panies in connection with interchange transactions between 
these two hydro companies and their northern customers. 

Second, as electric services to supplement the power 
resources of Penn Water and Safe Harbor in meeting their 
operating responsibilities to their firm power customers, 
and 

Third, for conversion by Safe Harbor and supply to 
the Pennsylvania Railroad through the facilities of Penn 
Water and Safe Harbor, because Baltimore Company has 
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no facilities of its own for the supply of electric services to 
the Pennsylvania Railroad to meet Baltimore Company’s 
operating responsibilities under the railroad power supply 
contract, identified as Exhibit 10. 

[7351] Q. Considering now these three different purposes 
for backfeed separately, will you indicate why, in your 
opinion, any costs relating to, or that might be allocated to 
such backfeed for interchange transactions, should be con¬ 
sidered a cost to Baltimore Company? A. As I have 
frequently testified, the savings on interchange transac¬ 
tions are equitably divided between Penn Water and the 
northern customers. All of such savings allocated to Penn 
Water are ultimately a benefit to Baltimore Company. 
There are necessarily certain costs incurred in providing 
for such interchange transactions and the savings or bene¬ 
fits derived go in part to compensate for such costs. When 
Penn Water or Safe Harbor use backfeed from Baltimore 
in connection with such transactions, Penn Water and Safe 
Harbor do not retain any of these benefits or savings, but, 
because Baltimore Company does receive Penn Water’s 
and Safe Harbor’s share of the benefit and savings, Balti¬ 
more Company should bear any costs incurred by Penn 
Water and Safe Harbor in connection with such transac¬ 
tions. 

Q. Do the customers in Pennsylvania make any invest¬ 
ment or incur costs for facilities for interchange? A. 
Yes. These customers have themselves provided quite ex¬ 
tensive transmission systems of their own which are used in 
this connection and, in addition, the costs of Penn Water’s 
lines serving them would also be properly considered 
[7352] a cost to be allocated to such customer. These trans¬ 
mission systems in Pennsylvania are just as essential in 
such interchange transactions as are the lines from Safe 
Harbor to Baltimore. 

None of the costs of transmission to the north of the 
hydro plants were allocated to Baltimore and there is no 
reason why the customers in Pennsylvania should be alio- 
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cated any of the costs for transmission between the hydro 
plants and Baltimore. 

Q. Now, will you state why, in your opinion, any costs 
relating to or that might be allocated to such backfeed, 
used by Penn Water and Safe Harbor to supplement their 
own electric services rendered to their firm power custom¬ 
ers, should be considered a cost to Baltimore Company? 
A. The operations of the hydro plants of Penn Water and 
Safe Harbor are carried out to obtain maximum economy 
of operations, the benefits of which wholly accrue to Balti¬ 
more Company. As one example of such operation, Balti¬ 
more Company obtains hydro services at a time when it 
can replace the highest cost service on Baltimore’s own 
system. To obtain the maximum benefits the hydro com¬ 
panies are operated on the peak of the load curve, as was 
explained in connection with Exhibit Number 8. With this 
method of operation, Baltimore Company sends Penn 
Water and Safe Harbor as backfeed electric services in the 
off-peak hours when they can [7353] be supplied by Balti¬ 
more Company at a minimum cost to itself. Inasmuch as 
Baltimore Company receives the full benefit from the 
economies of such operation, it is only proper that Balti¬ 
more Company be allocated any costs incurred in connec¬ 
tion with the backfeed necessary for the procurement of 
these economies, and I believe we properly considered that 
Penn Water was rendering transmission services to Balti¬ 
more Company when it transmitted backfeed from Balti¬ 
more Company for such purpose. 

Trial Examiner: Would you read that last, 

please? 

(Answer read.) 

By Mr. Sparks: 

Q. Will you also state why, in your opinion, any costs 
relating to, or that might be allocated to, such backfeed 
from Baltimore for conversion by Safe Harbor and supply 
to the Pennsylvania Railroad through the facilities of Penn 
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Water and Safe Harbor should be considered a cost to 
Baltimore Company? A. To the extent that such back¬ 
feed supplied to the railroad is the operating responsibility 
of Baltimore Company, it is again only proper that any 
transmission costs relating to such backfeed be allocated to 
Baltimore Company, for a transmission service is thus 
rendered by Penn Water to Baltimore Company. 

Q. Will yon briefly state the several reasons why the 
[7354] entire cost of the Safe Harbor-Baltimore-Washing- 
ton Lines should be allocated to Baltimore? A. In the 
first place, considering the part of these circuits between 
Ellicott Sub-station and the connection with the Washing¬ 
ton Company, this line, together with Ellicott Sub-station is 
clearly provided in connection with Baltimore Company’s 
contract with Potomac Electric Power Company to which 
Penn Water is not a party. 

With respect to the circuits between Safe Harbor and 
Baltimore, there are a number of important uses in addi¬ 
tion to that of providing capacity and energy services, and 
all for Baltimore’s use in meeting its own system obliga¬ 
tions. The second of the two circuits between Safe Harbor 
and Baltimore, installed about 1937, was provided for Balti¬ 
more Company alone, and only to assure electric stability 
and reliability of service. 

Q. What are these uses other than for capacity and 
energy services? A. One very important use is in con¬ 
nection with power factor cooperation. To permit Balti¬ 
more to operate its modern and efficient steam plants at 
maximum loads it is necessary that such plants carry near 
100 per cent power factor. The hydro plants at Holtwood 
and Safe Harbor provide the required wattless power, often 
by operating hydro units as condensers. 

Another use is in connection with the maintenance of 
[7355] satisfactory system frequency. The Baltimore sys¬ 
tem load, principally because of the Bethelehem Steel Com¬ 
pany load, is subject to very heavy and rapid load fluctua¬ 
tions. In the absence of the tie-lines through Safe Harbor 
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to the north, these load fluctuations would create a serious 
problem of frequency and load regulation. About 75 per 
cent of these load fluctuations are carried by these tie-lines 
and absorbed in the several large inter-connected systems 
in Pennsylvania and New Jersey. It might be mentioned 
that the existence of the fluctuating load in the Baltimore 
system, and the need for carrying a considerable part of 
these fluctuations on the tie-lines, limits the capacity use of 
these tie-lines to the north and is a use of these lines by 
Baltimore Company, not compensated by any similar use 
by other customers, but for which use no cost was allocated 
against Baltimore Company. 

Trial Examiner : In what sense do you use 

“capacity” in connection with those tie-linesf 

The Witness: The capacity of a tie-line may be lim¬ 
ited by the size of the conductor, or it may be limited by 
the connected transformers at one end or the other. From 
a consideration of those two principal factors it can be 
determined what the maximum load carrying capacity of 
those tie-lines is. 

If, for instance, it would be possible to continuously 
[7356] carry a steady load of 50,000 kilowatts on a trans¬ 
mission line with its connected transformers, and then for 
reasons of outside influence the power and energy flowing 
over those lines were widely fluctuating, perhaps to the 
extent of 20 or 30,000 kilowatts, then you can see that the 
continuous rating of those lines may be only half what it 
was before, because there is an upper limit to what you 
can carry on those lines, and if you have a widely fluctuat¬ 
ing load the integration of the steady load must neces¬ 
sarily be much less than its rating would otherwise be. 

Other factors that have to be considered in that is one 
of stability, one of voltage regulation between the two ends 
of the line, and one of the relay settings of that line in 
order that such relay settings may be coordinated with 
the other safety protection relays on the system. 
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[7378] Q. In your testimony you have referred to three 
methods of recording energy. You have referred to gross 
amounts, to net amounts, and to net hourly amounts. Will 
you please explain these terms more specifically? A. I 
will do so by example. If we were to add up the sum of 
all the energy registered on ratcheted meters, measuring 
the amount of power flowing toward Baltimore from Holt- 
wood and Safe Harbor for one hour, a day or a year, we 
would obtain a gross figure. 

As I have already stated, such a gross amount is not 
practical for operating purposes because we know that 
frequently power may be flowing in two different direc¬ 
tions on the same circuit within a single clock hour, and 
again that power may be flowing north on one of our 
Baltimore circuits while flowing south on another Balti¬ 
more circuit, perhaps even at the same instant. 

Nevertheless, gross amounts are recorded and are gen¬ 
erally used only in connection with the records shown in 
Exhibit 143, and in our Commission reports wherever re¬ 
quested. 

For most operating purposes we determine and record 
the net power flow on these several circuits for each hour. 
The separate totals of the “net hourly” flows in each 
direction are what we refer to as “net hourly” records. 

“Net” records can be obtained either by taking the 
difference between the gross records or the algebraic sum 
of the [7379] “net hourly” records. However, we fre¬ 
quently find that the “net” of the north and south gross 
figures is so small that we get no indication of the large 
amount of actual energy services rendered in each direc¬ 
tion. It is for this reason, in my opinion, that we must 
consider the “net hourly” figures for any practical analyses 
or for cost of service purposes, and we have, therefore, 
used these “net hourly” deliveries and receipts in connec¬ 
tion with our analyses of energy transactions in Exhibit 35. 

• • • 

[7381] Q. Is a substantial part of the electric energy gen¬ 
erated by Safe Harbor consumed at points in the state of 
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Pennsylvania? A. Yes. Using the statistics compiled 
by the company in the manner shown in Exhibit 143 for 
the years 1944, 1945, and for the first ten months of 1946, 
and expressing the sum of Item 1 plus Item 15 as a per¬ 
centage of Item 10, we obtain a maximum percentage of 
55 per cent for 1944, 58 per cent for 1945, and 51 per cent 
for the first ten months of 1946. 

Not only is Item 1 greater in amount than should prop¬ 
erly be used in any such accurate determination of the 
energy generated at Safe Harbor and consumed in states 
other than Pennsylvania, but Item 15 is also greater in 
amount than should properly be used by reason of the fact 
that a large but undetermined portion of Item 15 is in 
part backfeed received from Baltimore, and included in 
the amount shown [7382] in Item 2 of Exhibit 143, and in 
part interchange received from Philadelphia Electric Com¬ 
pany at Perryville. These above percentages, subject to 
the inaccuracies stated, show that of the energy generated 
at Safe Harbor less than 58 per cent is transmitted to 
states other than Pennsylvania, and therefore the balance, 
which is a substantial part of such energy generated at 
Safe Harbor, is consumed in the state of Pennsylvania. 

• • • 

[7383] Q. Can you conclude from these statistics that Bal¬ 
timore did not receive two-thirds of Safe Harbor’s output, 
Mr. Spaulding? A. Yes, I can, but it must be under¬ 
stood that such computation of energy proportions, while 
clearly indicating that Baltimore did not receive two-thirds 
of the energy generated at Safe Harbor, do not represent 
nor measure the proportion of the electrical services ren¬ 
dered, nor the proportion of the electrical services supplied 
by Safe Harbor to Baltimore Company, for electric energy 
is not a measure of the electric services rendered nor a 
measure of the services available. 

• • • 

[7397] Q. Mr. Spaulding, do I understand that Pennsyl¬ 
vania Power and Light Company required supplemental 
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services to meet the firm power obligations on their own 
system? A. Yes, they did. 

Q. Do these interconnected companies frequently de¬ 
pend on such interchange services to supplement their own 
power resources in meeting their system requirements? 
A. Yes. 

• • • 


[7402] J. RHOADS FOSTER. 

• • • 

[7404] Re-Dibect Examination. 

By Mb. Spabks: 

Q. Dr. Foster, at page 700 of the transcript, lines 15 
and 16, you were asked, “Did you have in mind the use 
of a credit to consumers in connection with the depreciated 
rate base?” 

You answered “Yes.” 

Did you misunderstand the question? A. Yes. The 
answer should have been “No.” 

Q. At pages 5656 to 5659 of the transcript you illus¬ 
trated the use of a depreciated and an undepreciated rate 
base. For this purpose you assumed utility plant accounts 
in an aggregate amount of $5,300,000, and made related 
assumptions. 

In this connection have you prepared an exhibit having 
[7405] the title “Illustrations of different methods of treat¬ 
ing depreciation within the rate making formula.”? A. 
I have. 

Q. Dr. Foster, I hand you a document entitled “Illus¬ 
trations of different methods of treating depreciation with¬ 
in the rate making formula,” and ask you if that one sheet 
document is the document to which you have just referred? 
A. It is. 

Q. Was that document prepared by you or under your 
supervision? A. It was. 
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Mr. Sparks: Mr. Examiner, may this document be 
marked for Identification as Exhibit No. 165? 

Trial Examiner: The document handed the re¬ 
porter will be so marked. 

(Thereupon, the document referred to was marked 
Exhibit No. 165 for Identification.) 

By Mr. Sparks: 

Q. Do the hypothetical data appearing on Exhibit 165 
show variations of the two methods, namely, use of a de¬ 
preciated and undepreciated rate base? A. They do. 

Q. Is this exhibit the source of the figures which you 
mentioned at page 5656 of the transcript? A. It is. 
[7406] Q. In the first and second lines of the exhibit have 
you shown the original cost of utility plant and the de¬ 
preciation reserve balance which you have assumed to exist 
in a hypothetical situation? A. I have. 

Q. What are the assumptions which you have made as 
to alternative treatments of depreciation in rate regula¬ 
tion? A. Cases 1 and 2 assume the use of an undepreci¬ 
ated rate base. The rate base is assumed to be $5,300,000, 
the amount of original investment. 

Cases 3 and 4 each assume the use of a depreciated 
rate base. In case 3 the assumed rate base is $5,031,000 
and in case 4 it is $4,600,000. 

Q. In each case have you assumed that the fair rate 
of return is 6.5 per cent and that the regulatory authority 
has allowed this 6.5 per cent as the fair and reasonable rate 
of return? A. Yes. This rate is shown in line 5 of the 
exhibit. 

Q. Have you shown on line 6 for each case the product 
of the rate of return times the rate base? A. I have. 
The product of the rate of return applied to the rate base is 
$344,500 in cases 1 and 2, $327,000 in case 3, and $299,000 
in case 4. 

Q. Have you carried to line 14, utility operating in¬ 
come, the amount of this return allowed by the regulatory 
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authority! [7407] A. I have. The amounts on line 14 
are the same as the amounts on line 6. 

Q. Have you for the illustrative purposes in cases 1 
and 2 included a deduction representing what is assumed 
to be credits to consumers for the earning capacity of 
depreciation funds! A. Yes. The credit is shown on 
line 20 among the income deductions. In case 1 the deduc¬ 
tion is at a rate of 2% per cent, and in case 2 it is at the 
rate of 6% per cent on the depreciation reserve balance. 

Q. Is the credit to consumers shown on line 20 as 
$17,500 in case 1 and $45,500 in case 2, an operating ex¬ 
pense! A. No, it is considered to be compensation for 
the use of funds other than the capital funds provided by 
stockholders. Therefore, the amount of the credit must be 
deducted from income before income is available for pay¬ 
ment of dividends. 

Q. Is the amount of the credit applied to reduce the 
annual provision for depreciation which is charged as an 
operating revenue deduction! A. It is. 

Q. So that the operating revenue is correspondingly 
less than the amount which otherwise would be required 
to yield the return allowed by the regulatory authority! 
[7408] A. That is correct. 

Q. In connection with the use of a depreciated rate 
base is there such a credit to consumers! A. No. In 
cases 3 and 4 there is no deduction on line 20 representing 
a credit to consumers. 

[7409] Q. What have you assumed as the annual provision 
for depreciation! A. $106,000. 

Q. In cases 3 and 4 does the recognition of deprecia¬ 
tion take the form of a deduction from the rate base ! A. 
It does. In case 4 the assumed deduction is an amount 
equivalent to the depreciation reserve. In case 3 the as¬ 
sumed deduction is five-thirteenths of the depreciation re¬ 
serve corresponding to the ratio of the credit to the con¬ 
sumers shown in line 20 for case 2. 

Q. Is this distinction the reason for your statement 
at page 704 of the transcript that the “use of a depreci- 
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ated rate base provides indirectly the credit which is pro¬ 
vided directly by the adjustment of the fair return where 
the mode of treatment is the use of an undepreciated rate 
base”? A. That is right. 

Q. Is the assumed fair rate of return of 6.5 per cent 
the same in each of the four cases illustrating different 
methods of regulatory treatment of depreciation in rate 
making? A. Yes. 

Q. Is the effective return, that is the dollars actually 
available to investors, the same in each of the four cases? 
[7410] A. No; in cases 1 and 3 it is the same and in cases 
2 and 4 it is the same. 

Q. Is the effective rate of return which investors would 
earn on their investment the same in each of the four cases? 
A. No. In cases 1 and 3 it is the same and in cases 2 and 4 
it is the same. 

Q. At page 5669 of the transcript, lines 14-16, you 
said, “The results of the determination which follow from 
applying the six per cent rate of return to an original cost 
rate base are consistent with the first test, that of equitable¬ 
ness.” Was that a complete statement? A. No. The 
experienced cost rate of six per cent was determined sub¬ 
ject to the definition of experienced cost of capital at page 
515, lines 6-11 of the transcript in this proceeding. There¬ 
fore, the application of six per cent rate to an original cost 
rate base is consistent with the test of equitableness only 
to the extent that the components of that rate represent 
return on debt and preferred stock capital. 

Q. At page 5691 of the transcript, lines 10 to 23, you 
said that you know of no feasible procedure by which it is 
possible, “to directly determine the dollars of the fair re¬ 
turn requirement so far as equity capital is concerned.” 

You then said that in this proceeding the certain num¬ 
ber of dollars, not less than $2,450,000, were not determined 
[7411] before you “turned your attention to the question 
of fair rate of return.” 

Do you feel it necessary to clarify those statements? 
A. Yes. In the answer at lines 22 and 23 and in the answer 
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to the preceding question, I had reference to the general 
question of whether or not the fair annual return to a 
regulated enterprise, expressed in dollars, may be esti¬ 
mated directly, without consideration of either rate base 
or rate of return. 

The desire for administrative simplicity sometimes 
has raised the question as to whether or not the fair annual 
return might be determined directly without the use of 
either a rate of return or rate base. 

I was referring to this general question when I said 
that I know of no feasible procedure by which it is possible 
to determine directly the fair return on equity capital A 
rate of return or percentage cost must be estimated for 
equity capital and can be given expression as an annual 
return only by multiplication of some base. 

The amounts of 2,430,000 to 3,160,000, shown by Sched¬ 
ule 11 of Exhibit 30—— 

Mr. Goldberg : Just a minute, Dr. Foster. May I 
refer to those schedules? 

Is that the beginning of a long answer about 
Schedule 11 or is that one sentence you have there? 

[7412] Mr. Sparks: About one paragraph, Mr. Goldberg. 

The Witness : Three or four sentences. 

Mr. Goldberg : Mr. Examiner, I object to any tes¬ 
timony on Schedule 11 in so far as it relates to 11(a) 
through IV(b). 

Mr. Sparks : May I say this, Mr. Examiner: There 
was reference during the cross-examination to 
Schedule 11, one, in Dr. Foster’s answer to a question 
of Mr. Goldberg’s, and also there was reference in 
some of Mr. Goldberg’s questions to the replacement 
cost of capital 

In order to clear up this question of the determina¬ 
tion of the dollars of fair return and of the rate of re¬ 
turn and of the rate base we have to have this oppor- 
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trinity to state what Dr. Foster did in determining the 
fair rate of retnrn. 

That is a perfectly proper matter on redirect ex¬ 
amination. 

Trial Examiner: What Dr. Foster did in de¬ 
termining the fair rate of retnrn, so far as his direct 
testimony was concerned, counsel stated was based 
upon a part of that schedule 11 which the Examiner 
excluded. 

Mr. Sparks: That is right. 

Trial Examiner : Are you taking the position that 
that ruling has to be modified? 

Mr. Sparks: No, sir. 

Don’t let that last statement of mine be any quali¬ 
fication of our position that schedule 11 ought to be in 
the [7413] record. But at this time all we are doing 
is relating this redirect testimony to matters involved 
in the cross-examination. 

Trial Examiner: Can you point to the place in 
the record where that is referred to? 

Mr. Sparks: Yes, sir. 

Trial Examiner : May I have the question and the 
answer as far as the witness has gone, please? 

(Question and answer read.) 

Mr. Sparks: Let me point out to Your Honor the 
figure of $2,450,000 mentioned in Mr. Goldberg’s ques¬ 
tion at line 19, Page 5691 was taken by Dr. Foster, 
or derived from Schedule 11. 

Trial Exa m iner : Let me see the transcript, 
please. 

Mr. Sparks: Yes, sir. 

Trial Examiner: Where else does that amount 
come from? 
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Mr. Goldberg: It is not in the record, Mr. Ex¬ 
aminer. 

Trial Examiner: Where were you referring to it? 

Mr. Goldberg: Dr. Foster used that figure, didn’t 

he? 

Mr. Sparks: Yes. 

Trial Examiner: On cross-examination? 

Mr. Goldberg: On direct examination. 

Mr. Sparks: That is right. 

Mr. Goldberg: That was the amount of dollars, 
not less than that amount of dollars. 

[7414] Mr. Sparks: That is right. That is the amount of 
fair return. 

Mr. Goldberg: The only cross-examination which 
related to the excluded part of Exhibit 11 had nothing 
to do with replacement cost of capital which, inci¬ 
dentally, is not Exhibit 11- 

Mr. Sparks : I didn’t say it was. 

Mr. Goldberg : The only question which was asked 
was to the effect ‘ ‘ Could you Tiave reached your con¬ 
clusion in this case without the excluded portions of 
Schedule 11 of Exhibit 30?” All we wanted to know 
was what is the basis for his 6.5 answer. We did not 
go into the question of the use of the excluded portion. 
That is what they are trying to do now. 

Suppose a witness decided that reproduction cost 
is the only means of determining fair rates, and he 
came in with testimony on that basis? But the Com¬ 
mission before whom he appears has long ago decided 
that that is not a competent basis and they won’t listen 
to it? 

Trial Examiner (Interposing): Let me have the 
answer of the witness where he refers to Schedule 11. 
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Me. Sparks: You mean at a prior place in the 
transcript? 

Trial Examinee: No, right here. 

Mb. Sparks: We have not finished the answer, 
Your Honor. 

Me. Goldberg: I interposed. 

[7415] Trial Examiner: Let the reporter read what he 
has. 

(The following answer of the witness was read by 
the reporter: 

“A. Yes. In the answer at lines 22 and 23 and 
in the answer to the preceding question, I had 
reference to the general question of whether or not 
the fair annual return to a regulated enterprise, 
expressed in dollars, may be estimated directly, 
without consideration of either rate base or rate 
of return. 

“The desire for administrative simplicity 
sometimes has raised the question as to whether 
or not the fair annual return might be determined 
directly without the use of either a rate of return 
or rate base. 

“I was referring to this general question when 
I said that I know of no feasible procedure by 
which it is possible to determine directly the fair 
return on equity capital A rate of return or per¬ 
centage cost must be estimated for equity capital 
and can be given expression as an annual return 
only by multiplication of some base. 

“The amounts of 2,430,000 to 3,160,000, shown 
by Schedule 11 of Exhibit 30-”) 

Trial Examiner: May I have the question now, 
please? 
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(The following question asked the witness 
previous to the above-mentioned answer was read by 
the reporter: 

[7416] “Q. At Page 5691 of the transcript, lines 10 

to 23, you said that you know of no feasible pro¬ 
cedure by which it is possible, ‘to directly deter¬ 
mine the dollars of the fair return requirement so 
far as equity capital is concerned.’ 

“You then said that in this proceeding the cer¬ 
tain number of dollars, not less than $2,450,000, 
were not determined before you ‘turned your at¬ 
tention to the question of fair rate of return. ’ 

“Do you feel it necessary to clarify those 
statements ?”) 

Trial Examiner: When you asked the witness if 
he thinks it necessary to clarify the statement you are 
coming right back to the type of question the Examiner 
criticized this morning. 

Mr. Sparks : May I state the purpose of that ques¬ 
tion, if Your Honor Please? 

Trial Examiner: Yes. 

Mr. Sparks: There is the implication, we feel, 
which should be corrected at this time, or the answer 
of Dr. Foster should be clarified in order that there 
may be no implication of inconsistency between what 
he said at 5691, in answer to Mr. Goldberg’s question, 
and the method which he used in determining his rate 
of return. That is the purpose of the question and the 
answer. In the part of the answer which has [7417] 
not been completed Dr. Foster will attempt to show 
that the answer to the question which I pointed out to 
Your Honor on 5691 should have been amplified so as 
to show exactly what he did there so that there will be 
no implication left in the record as the result of his 
answer to Mr. Goldberg’s question- 
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Mb. Goldberg : Mr. Examiner? 

Mb. Sparks: —of inconsistency. 

Trial Examiner: Yon are asking the Trial Ex¬ 
aminer to resign his function of ruling on the rele¬ 
vancy and materiality of questions to the witness. 

Mr. Sparks: No, sir. I am only submitting my 
views to you. 

Trial Examiner: Your question is in such form 
that the Examiner can only permit the witness to an¬ 
swer by resigning to the witness the function of de¬ 
termining relevancy and materiality. 

Mr. Sparks: Mr. Examiner, counsel and the wit¬ 
ness for the Respondent have to make the determina¬ 
tion for themselves. That, then, is submitted to you 
for your consideration. If we didn’t first make the 
determination for ourselves we never would have any¬ 
thing to present here. 

Mr. Goldberg : I am entitled to the protection, Mr. 
Examiner, of a proper question. There wasn’t the 
slightest suggestion that that question would bring 
forth an answer [7418] bearing on the material to 
which I have objected and which the Examiner stated 
he was going to exclude. 

Mr. Sparks: Yes. 

Mr. Goldberg: It was only when he started that 
sentence, that was the first time I had any notice that 
he was going into objectionable material, and that is 
the only time when I was able to interrupt and stop 
him. 

Trial Examiner: The question is whether the wit¬ 
ness wishes to clarify his previous answer? 

Mr. Sparks: Yes, sir. 

Trial Examiner: The witness has answered yes. 
Is that not right? 
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Mr. Sparks: Yes, sir. 

Trial Examiner: Is that the way the answer 
starts? 

Mr. Sparks: Yes. It starts “Yes.” Then he pro¬ 
ceeds to clarify. 

Trial Examiner: Everything after “Yes” is 
stricken. 

Mr. Sparks: We take an exception, if Your Honor 
please. 

Trial Examiner: Let it be understood that this 
ruling is on a parity with the ruling which came up 
in a similar instance this morning in connection with 
the re-direct examination of the witness Spaulding. 
No evidence is being excluded. It is a question of 
putting proper questions to the witness. 

Mr. Goldberg: At least up to this time no evi¬ 
dence is [7419] being excluded, Mr. Examiner, because 
I will make an objection to any reference in any an¬ 
swer to those portions of Schedule 11 that I objected to. 

Trial Examiner : All right. 

Mr. Sparks: Recognizing the Examiner’s ruling 
without acceding to it: 

By Mr. Sparks: 

Q. Dr. Foster, will you state in what respects you feel 
it necessary to clarify those statements to which you have 
referred at page 5691 of the transcript? 

Mr. Goldberg: I object to the form of the ques¬ 
tion. The witness ought to be asked first why he thinks 
any clarification is necessary. 

Mr. Sparks: I don’t think so. That is foolish, if 
Your Honor please. 

Mr. Goldberg: Why is it foolish? 

Mr. Sparks: Ridiculous. 
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Mb. Goldbebg: We have heard statements about 
implications. 

Tbial Examines: Read the question. 

(Question read.) 

Tblal Examinee: The witness is to observe the 
import of the Examiner’s ruling in giving his answer 
to this question. 

Mb. Spabks: Yes, sir. 

[7420] Tbial Examinee: And is not immediately to pro¬ 
ceed to give the same answer that he did in response 
to the previous question. 

Mb. Spabks: Well, if Your Honor please, I thought 
that Mr. Goldberg’s objection to the previous answer 
was only to the last incompleted sentence which Dr. 
Foster had testified to. He did not object to that 
portion of the answer preceding the incomplete sen¬ 
tence. 

Mb. Goldbebg: Is the witness in his answer going 
to stop just before the reference to Schedule 11 of 
Exhibit 30? 

Mb. Spabks: I don’t think he is. 

If Your Honor please, let me say this: If any por¬ 
tion of his answer is objectionable I recognize Your 
Honor’s right and duty to exclude it if it properly 
should be excluded. But we have a portion of an an¬ 
swer here which was not objected to, and which I 
think Your Honor would not take objection to, cer¬ 
tainly down to the sentence which was incompleted. 

Tbial Examines: Read the question, please. 

(The following question was read by the reporter: 

“Q. Dr. Foster, will you state in what respects 
you feel it necessary to clarify those statements to 
which you have referred at page 5691 of the tran¬ 
script?”) 
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Trial Examiner: Having in mind the statements 
that have been made by counsel for the Respondents, 
particularly in indicating the witness’ going to launch 
forth into a long [7421] answer, with respect to which 
this question is a mere type, the Examiner will rule 
that the witness may not answer the question in its 
present form. That is made for the same reason and 
on the same grounds as the previous ruling in con¬ 
nection with striking the previous question. 

Mr. Sparks: I take exception to Your Honor’s 
ruling on the basis we are being deprived of the right 
to a fair hearing by not being permitted to present 
proper re-direct testimony. 

Mr. Goldberg: Proper re-direct testimony based 
upon implications of inconsistency? 

Mr. Sparks: Based upon cross-examination which 
counsel for the Commission launched into while this 
witness was on the stand under cross-examination. 

Mr. Goldberg: Point out where counsel for the 
staff went into how the witness used that portion of 
Schedule 11 of Exhibit 30 that he has objected to. 

Trial Examiner: Very well. We will come to that 
in due course. 

You can put a question to the witness which will 
elicit from the witness whatever he wishes to clarify 
in regard to cross-examination in an orderly way. 

Mr. Sparks: I am not quite clear, if Your Honor 
please, as to whether the witness’ answer in the affirm¬ 
ative to the question as to whether he felt it necessary 
to clarify those [7422] statements has been left in the 
record. 

Trial Examiner: It has been. 

Mr. Sparks: It has been? 

Trial Examiner : Yes. 

Mr. Sparks: Very well, sir. 
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By Mr. Sparks: 

Q. Doctor, in your answer at lines 22 and 23, and in 
your answer to the preceding question, did you have refer¬ 
ence to the general question of whether or not the fair 
annual return to a regulated enterprise expressed as dol¬ 
lars may be estimated directly without consideration of 
either rate base or rate of return? 

Mr. Goldberg : Where is this general question that 
counsel has reference to? 

Mr. Sparks : I am asking Dr. Foster- 

Trial Examiner : Let me have the question, please. 

(Question read.) 

Trial Examiner: I see no reason why he can’t 
answer that question. 

Mr. Goldberg: I want to be sure, Mr. Examiner, 
that they are or are not referring to some general 
question about the subject that I asked during cross- 
examination. I don’t know. 

Trial Examiner : I think if you want to object to 
the question on specific grounds you may do so. If 
you want to inquire as to what relation this particular 
testimony has to [7423] the previous cross I think that 
comes up under cross properly. 

Mr. Goldberg: I could object to the question, of 
course, because it is vague and indefinite. But to avoid 
that I first wanted to ask whether they are referring 
in that question to some general question I asked on 
the subject. 

Mr. Sparks: We are referring that to your ques¬ 
tion at page 5691 of the transcript, lines 10 to 23. 

Mr. Goldberg: Let me have that question again, 
please. 

(The following question was read by the reporter: 

“Q. Doctor, in your answer at lines 22 and 23, 
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Trial Examinee: Having in mind the statements 
that have been made by counsel for the Respondents, 
particularly in indicating the witness’ going to launch 
forth into a long [7421] answer, with respect to which 
this question is a mere type, the Examiner will rule 
that the witness may not answer the question in its 
present form. That is made for the same reason and 
on the same grounds as the previous ruling in con¬ 
nection with striking the previous question. 

Mb. Sparks: I take exception to Your Honor’s 
ruling on the basis we are being deprived of the right 
to a fair hearing by not being permitted to present 
proper re-direct testimony. 

Mr. Goldberg: Proper re-direct testimony based 
upon implications of inconsistency? 

Mr. Sparks : Based upon cross-examination which 
counsel for the Commission launched into while this 
witness was on the stand under cross-examination. 

Mr. Goldberg: Point out where counsel for the 
staff went into how the witness used that portion of 
Schedule 11 of Exhibit 30 that he has objected to. 

Trial Examiner : Very well We will come to that 
in due course. 

You can put a question to the witness which will 
elicit from the witness whatever he wishes to clarify 
in regard to cross-examination in an orderly way. 

Mr. Sparks: I am not quite clear, if Your Honor 
please, as to whether the witness’ answer in the affirm¬ 
ative to the question as to whether he felt it necessary 
to clarify those [7422] statements has been left in the 
record. 

Trial Examiner : It has been. 

Mr. Sparks: It has been? 

Trial Examiner: Yes. 

Mr. Sparks: Very well, sir. 
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By Mb. Spabks: 

Q. Doctor, in your answer at lines 22 and 23, and in 
your answer to the preceding question, did you have refer¬ 
ence to the general question of whether or not the fair 
annual return to a regulated enterprise expressed as dol¬ 
lars may be estimated directly without consideration of 
either rate base or rate of return! 

Me. Goldbebg : Where is this general question that 
counsel has reference to! 

Mb. Spabks: I am asking Dr. Poster- 

Trial Examinee : Let me have the question, please. 

(Question read.) 

Tbial Examinee: I see no reason why he can’t 
answer that question. 

Mb. Goldbebg: I want to be sure, Mr. Examiner, 
that they are or are not referring to some general 
question about the subject that I asked during cross- 
examination. I don’t know. 

Trial Examinee: I think if you want to object to 
the question on specific grounds you may do so. If 
you want to inquire as to what relation this particular 
testimony has to [7423] the previous cross I think that 
comes up under cross properly. 

Mb. Goldbebg: I could object to the question, of 
course, because it is vague and indefinite. But to avoid 
that I first wanted to ask whether they are referring 
in that question to some general question I asked on 
the subject. 

Mb. Spabks: We are referring that to your ques¬ 
tion at page 5691 of the transcript, lines 10 to 23. 

Mb. Goldbebg: Let me have that question again, 
please. 

(The following question was read by the reporter: 

“Q. Doctor, in your answer at lines 22 and 23, 
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and in your answer to the preceding question, did you 
have reference to the general question of whether or 
not the fair annual return to a regulated enterprise 
expressed as dollars may be estimated directly without 
consideration of either rate base or rate of return?”) 

Mb. Goldbebg : I object, Mr. Examiner. The ques¬ 
tion was “Do you believe that you must first determine 
the dollars required for fair return before reaching 
a conclusion as to fair rate of return?” The answer 
was “I do not.” Anything that came after that had 
nothing to do with the response to the question I had 
asked. 

Trial Examinee: Objection is overruled. 

Mr. Sparks: May we have the question, please? 

(The question was again read by the reporter.) 

The Witness: I did. 

[7424] By Mb. Sparks: 

Q. Doctor, must a rate of return or percentage cost be 
estimated for equity capital? 

• • • 

[7425] The Witness: In the process of fair return deter¬ 
mination I know of no feasible procedure by which the 
fair return for equity capital can be determined without 
consideration and use of a percentage rate appropriately 
reflecting the cost of equity capital to be applied to some 
base. 

• • • 

[7426] Q. At page 5643, lines 21 to 23 of the transcript, 
you said that the margin of .869 per cent, subtracted from 
Penn Water’s price ratios for the period since September, 
1944, provides the adjusted earnings-price ratios. Is that 
a correct statement? 

Mr. Goldberg: What line is that? 

Mr. Sparks: Lines 21 to 23. 
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The Witness: No, that statement was in error with 
respect to the mechanics of the adjustment. The adjust¬ 
ment procedure was correctly described on the following 
page, 5744, and on page 6023. 

The average was determined for the group of six for 
the period from August 1939 to August 1944, inclusive. 
It was assumed that during the period from September 
1944 to January, 1946, inclusive, the Penn Water earnings- 
price ratios maintained the same relative position as had 
previously existed in relation to the average for the group 
of six. Therefore, the .869 per cent differential was added 
to the averages for the group of six in order to determine 
the adjusted eamings-ratios for Penn Water- 

Mb. Goldbebg: Did you mean the medial four of 

six? 

[7427] The Witness: Added to the average of the medial 
four of six, yes. Those adjusted eamings-price ratios for 
Penn Water were used instead of the actual and higher 
earnings-price ratios in determining the 8.51 per cent. 

By Mb. Spabks: 

Q. At page 5744 of the transcript a reference was 
made to a study of a group of 11 earnings-price ratios and 
to its purpose. What are the facts which determined the 
availability of the group of six and the group of 11 earnings- 
price ratios for the purpose of the study? A. Prices or 
quotations were reported for 82 electric or electric-combina¬ 
tion operating utility common stocks in the bank and quo¬ 
tation record for January 9, 1946. However, the number 
of operating utility common stocks traded in the securities 
markets has been extremely small until recent years be¬ 
cause of holding company ownership. 

In 1938 the rate and research department of the Fed¬ 
eral Communications Commission found only 40 public 
utility common stocks for which market quotations were 
available, and some of those were traded so rarely or under 
such restricted conditions that weight could not reasonably 
be given to the bid quotations. 
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The total of 40, moreover, included seven telephone, 
six manufactured gas, and seven holding company common 
stocks, leaving only 20 electric and electric-gas operating 
[7428] company common stocks. 

The list of twenty common stocks included those al¬ 
ready identified as belonging to the group of eleven. The 
remaining nine are the common stocks of Pennsylvania 
Water and Power Company, Philadelphia Electric Com¬ 
pany, Southern California Edison Company, Tampa Elec¬ 
tric Company, Long Island Lighting Company, two others 
for which only over-the-counter quotations were available, 
and the then outstanding issues of three operating com¬ 
panies which were subsequently acquired by or merged 
into other companies. 

In the case of Philadelphia Electric Company the pro¬ 
portion of the outstanding common stock held by United 
Gas Improvement Company was about 97 per cent prior to 
disposition during 1943. I excluded the Long Island Light¬ 
ing common stock because of the non-payment of common 
dividends and the Tampa stock because of the comparative 
investor disfavor. 

I also had determined the identity of common stocks 
listed on Securities Exchanges as of January 1, 1946, for 
which monthly market prices or quotations were available 
for a long period of years. Ten common stocks are in¬ 
cluded in this list 

All of the group of six are represented, plus Central 
Hudson Gas and Electric, Philadelphia Electric, Southern 
California Edison, and Pennsylvania Water and Power, 
Hartford Electric, Connecticut Power, Cleveland Electric 
[7429] Illuminating, and Duke Power were not included. 

In this connection I determined for the common stock 
of each company the volume of trading over the entire 
period for which prices were available on a securities ex¬ 
change. 

The turnover of the Penn Water common stock had 
been generally equal to the turnover of the six most ac¬ 
tively traded utility common stocks. 
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Q. At page 5799, lines 8 to 15 of the transcript, you 
were asked a question based on certain assumptions. 

In giving your answer at line 16, did you understand 
that the question contained the assumption that all partici¬ 
pants agree that the regulatory treatment of depreciation, 
including the use of a depreciated rate base, is fair and 
reasonable? A. I did. 

Q. At page 5819, lines 8 to 14 of the transcript, you 
said that the increase in the earnings-ratios for the Penn 
Water common stock from November, 1939, to the end of 
1941 was accompanied by similar movements of the eam- 
ings-price ratios for other common stocks, and that the 
movement of the Penn Water earnings-price ratios is not 
to be explained by the issuance of the license order of 
November, 1939. 

At page 5828, lines 5 to 7 of the transcript, you said 
that as a general proposition selectivity in the market is 
greater in times of relative low prices. 

[7430] Have you prepared a statement showing the com¬ 
parative fluctuations of the Penn Water earnings-price 
ratios and of the earnings-price ratios of certain other 
common stocks? A. I have. 

Q. I show you a one-page document entitled, “Com¬ 
parative fluctuations of the two lowest and the two highest 
earnings-price ratios included in the group of 11, together 
with the Penn Water earnings-price ratios, within phases 
of cycles ,’ 9 and I ask you whether you can identify that 
document? A. I can. 

Q. Was it prepared by you or under your supervision? 
A. It was. 

Mb. Sparks: May this document as described by 
the witness be marked exhibit for Identification, No. 
166? 

Trial Examiner: It may be marked Exhibit 166 
for Identification. 

(Thereupon, the document referred to was marked 
Exhibit No. 166 for Identification.) 
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By Mr. Sparks: 

Q. Will you please describe this exhibit, Doctor? A. 
The months in which the greatest variations exist among 
the earnings-price ratios are June 1932, March 1938, and 
April 1942. I have identified the two common stocks among 
the group of eleven which had the lowest earnings-price 
ratios for these three months and the two which had the 
highest [7431] earnings-price ratios for these three months. 

The two common stocks appraised most favorably 
were those of Hartford Electric and Connecticut Power. 
The two appraised least favorably were Consolidated Edi¬ 
son and Pacific Gas and Electric. 

For these two extremes within the group of 11 and 
for Penn Water I have shown the average earnings-price 
ratios at the end of each phase of each cycle. Those ter¬ 
minal months are the months identified on Exhibit 166. 
Thus prices were high and earnings-price ratios were at 
their lowest level in August 1929. 

Prices were low and earnings-price ratios were at their 
highest level in June of 1932. 

The alternate low and high positions were reached in 
August of 1936, March 1938, July 1939, April 1942, and 
January 1946. 

I then determined the increase or decrease of the earn¬ 
ings-price ratios from the previous high or low position. 
Thus in July of 1939, the average for the two lowest earn¬ 
ings-price ratios, those for Hartford Electric and Con¬ 
necticut Power, w T as 4.98 per cent. 

In April 1942, the average for the same two earnings- 
price ratios was 7.79 per cent, an increase of 2.81. The 
increase of 2.81 was an increase of 56 per cent from the 
level of 4.98 per cent. 

[7432] Q. Had you finished your answer to that question, 
Doctor? A. Yes. 

Q. At page 5830, lines 14 to 19 of the transcript, you 
said that the earnings-price ratios of common stocks ap¬ 
praised by investors as having a greater degree of risk 
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tend to fluctuate more widely than the earnings-price ratios 
of common stocks appraised as having a lesser degree of 
risk. 

Do the data shown in Exhibit 166 illustrate the be¬ 
havior to which you refer? A. Yes. The Hartford 
Electric and Connecticut Power common stocks on the aver¬ 
age have been purchased on a lower yield basis than any 
other among the eleven. 

The Consolidated Edison and Pacific Gas and Electric 
common stocks on the average have been purchased on a 
higher yield basis than any other among the 11. 

The changes in the earnings-price ratios from one 
phase to another of a cycle have been greater for the latter 
two common stocks, in amount and relatively, than in the 
case of Hartford Electric and Connecticut Power. 

Q. How do the fluctuations of the Penn Water earn¬ 
ings-price ratios compare with those of the Hartford Elec¬ 
tric and Connecticut Power earnings-price ratios? A. 
The Penn Water earnings-price ratios were higher during 
periods of relatively high prices and much higher during 
[7433] periods of relatively low market prices. 

Q. How did the Penn Water earnings-price ratios 
compare with those of Consolidated Edison and Pacific Gas 
and Electric? A. The Penn Water earnings-price ratios 
were higher for August 1929 and for June 1932. They 
were lower for August 1936, March 1938, July 1939, and 
April 1942, and higher for January 1946. 

The change in comparative position between April 
1942 and January 1946 may be explained by the pendency 
of the rate proceeding. 

Q. Did the fluctuations of the Penn Water earnings- 
price ratios within the intervals between the months shown 
in Exhibit 166 correspond more closely to the fluctuations 
characteristic of the two lowest earnings-price ratios or 
the two highest earnings-price ratios in the group of 11? 
A. The two highest. 
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Q. What was the increase in the Penn Water earnings- 
price ratio from November 1939 to April 1942! A. From 
7.10 to 11.94 per cent, or 4.84. 

Q. Wliat was the increase in the average for Con¬ 
solidated Edison and Pacific Gas and Electric during the 
same period! A. From 7.96 per cent to 14.26 per cent, 
or 6.30. 

Q. What are these increases expressed as percentages 
[7434] of the earnings-price ratios for November 1939! 
A. Sixty-eight per cent for the Penn Water earnings-price 
ratios and 79 per cent for the average of the earnings-price 
ratios of the Consolidated Edison and Pacific Gas and 
Electric common stocks. 

Q. What is your conclusion from these data! A. 
The increase in the Penn Water earnings-price ratios from 
July 1939 or November 1939 to December 1941, or to April 
1942, conformed to the behavior which would be expected 
if considered in the light of the fluctuations of the earnings- 
price ratios of other common stocks. 

No evidence is available to support a conclusion that 
the increase in the Penn Water earnings-price ratios dur¬ 
ing this period was accounted for by the license pro¬ 
ceeding. 

Q. If the order of November 3, 1939, directing the 
company to file with the Federal Power Commission an 
application for a license had an adverse effect on investors 
appraisals of the Penn Water common stock, would you 
expect that influence to be evident in the earnings-price 
ratios of the period immediately following the date of the 
order! A. I would. However, examination of sched¬ 
ules 1 and 3 of Exhibit 29 shows that from October 1939 
to January 1940, the Penn Water earnings-price ratio in¬ 
creased from 7.18 to 7.26, and that the average for the 
group of six other common stocks, the mean of the medial 
four, decreased from 7.01 to [7435] 6.94. These move¬ 
ments in opposite directions are each of the magnitude of 
about one per cent. If the comparative behavior is in fact 
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accounted for by the license order a composite reappraisal 
resulting in readjustment to the extent of l/50th of the 
previous appraisal in October can scarcely be described as 
significant. 

Q. Doctor, does your answer at page 5857, lines 14 
and 15 of the transcript, to the question asked by Mr. 
Goldberg which appears on the same page at lines 2 to 9, 
inclusive, require clarification? A. Yes. 

Mr. Goldberg : What is the answer? 

(Answer read.) 

The Witness: I should have added that such a fact 
would not necessarily be evidence that the Commission’s 
proceeding challenging the right of Penn Water to main¬ 
tain a project without a license had a significant effect on 
Penn Water’s earnings-price ratios. 

By Mr. Sparks: 

Q. At page 4900, lines 11 to 13 of the transcript, Mr. 
Goldberg asked this question: 

“Isn’t it really a fact that the cycle you used 

began in June 1936 rather than August 1939, or Au¬ 
gust or September 1936?” 

At lines 20 to 24 on the same page you characterized 
the [7436] movement, “From about August of 1936 to 
August of 1939, as being distinct and appropriately identi¬ 
fied as a movement or fluctuation independent of, and not 
significantly related to, the movements reflected in the 
behavior at the later dates.” 

What were your reasons for that statement? A. It 
is reasonable to conclude that the cycle of earnings-price 
ratio movement from about September 1936 to about Au¬ 
gust 1939, was related to general business cycle conditions. 
The Federal Reserve Board index of industrial produc¬ 
tion moved upward from a low of 91 in February of 1936 
to a high of 123 per cent in May of 1937. 

The United States Bureau of Labor Statistics index 
of wholesale prices also moved gradually upward from 
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78.6 in May of 1936 to a maximum of 88 per cent in April 
of 1937. 

The market prices of utility common stocks and the 
movement toward lower earnings-price ratios anticipated 
this level of increased production and higher commodity 
prices by some months. 

Thereafter the index of industrial production fell with 
some rapidity from 123 per cent in May of 1937 to a low 
of 81 per cent in May of 1938. 

The index of wholesale commodity prices also fell from 
88 in April of 1937 to 78.7 per cent in April of 1938. 

The decline in the stock market during the months of 
[7437] September, October and November 1937, can only be 
described as a collapse. 

Barron’s 50-stocks average moved from 136 in Jan¬ 
uary of 1937 to 78 in December of that year. 

The decline in market prices of utility common stocks 
and the corresponding rise in earnings-price ratios shown 
by Chart 1 of Exhibit 29 probably were closely related to 
the general business conditions and the loss of business 
confidence. 

The rise of market prices and the decline of the earn¬ 
ings-price ratios during the latter part of 1938 and the first 
part of 1939 probably was related to the recovery from the 
depression of 1938. 

Q. Were the fluctuations of the earnings-price ratios 
during the cycle extending from about September 1939 to 
about January 1946, the apparent result of different 
causes? A. Yes. The fluctuations during this period 
scarcely could have been the result of variations of in¬ 
dustrial production. The Federal Reserve index of in¬ 
dustrial production, which was at 107 per cent in August 
of 1939, rose steadily until it reached a maximum of 249 
in October 1943, and was maintained at nearly that level 
until May of 1945. 

Two special influences were present which did not ex¬ 
ist in the period September 1936 to August 1939. The 


J. Rhoads Foster, Re-Direct 941 

first was the war and the second was more significant tax 
changes. 

[7438] The stock market was influenced by adverse mili¬ 
tary needs and, after the swing to offensive operations, 
the growth of confidence in an early termination of the war. 

Another influence on earnings-price ratios was the 
increase in Federal income tax rates from 19 per cent in 
1939 to the high income and excess profits tax rates estab¬ 
lished by the Revenue Act of 1942, and the tax reduction 
which became effective at the beginning of 1946. 

Diverse influences were present during the period Sep¬ 
tember 1939 to January 1946. High and low extremes of 
business confidence were present and had an offsetting 
influence on the earnings-price ratios. I believe that the 
average offers a satisfactory representation. 

Q. Doctor, at page 5924. lines 16 to 20 of the tran¬ 
script, Mr. Goldberg asked whether the earnings-price 
ratios for the period beginning February 1946 appeared 
to be following the trend of the earnings-price ratios of 
the cycle which began August 1936 and ended September 
1939. 

You said that may be true as far as the shape of the 
curve is concerned, and at page 5925, lines 7 to 9 of the 
transcript, you said that the behavior during the recent 
period is largely the result of tax influences. Will you ex¬ 
plain those statements? A. The earnings-price ratios is 
merely a ratio between past earnings as reported or as 
adjusted and the current market [7439] prices. In prep¬ 
aration of the earnings-price ratios shown by Chart 1 of 
Exhibit 29, and the earnings-price ratios for the month of 
January to the month of September 1946, which were read 
into the report at page 5742, no adjustments were made 
for the effect of tax changes which were anticipated during 
1945 and became effective January 1, 1946. 

The prospect of tax reductions resulted in reappraisals 
of the shares being traded. The market prices reflected 
the anticipated increases in net income as a result of the 
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tax change, particularly elimination of the excess profits 
tax. 

The earnings-price ratios which determined the shape 
of the curve for the first months of 1946 are heavily 
weighted by 1945 earnings determined without adjustment 
for the prospective tax change. 

The anticipated tax reductions and corresponding in¬ 
creases in net income are in considerable part reflected 
in the interim statements for the 12 months ended June or 
July of 1946. 

The average market price of the six common stocks 
continued to rise during the first six months of 1946. The 
highest market price level was reached in June. 

Nevertheless, when based on reported earnings which 
reflect in increasing degree the realization of the effect of 
the tax reductions, the earnings-price ratios moved upward 
beginning in February. 

[7440] In January of 1946 the earnings-price ratios were 
below the true capitalization rate and the upward movement 
experienced during the first months of 1946 was in the na¬ 
ture of at least a partial corrective so far as the influence 
of the tax revision is concerned. 

Q. At page 6007, lines 9 to 13, of the transcript, in mak¬ 
ing a distinction between rate of return and return on 
common stock capital represented in the rate base, you said, 
“In the case of a utility with only common stock equity 
there is no difference as a result of that distinction . 9 9 

Is that a correct statement? A. No. In the case of 
a utility with only common stock capital the distinction be¬ 
tween return and rate of return is, of course, significant. 
I intended merely to indicate that if there is only common 
stock capital in the capitalization the distinction is not 
complicated by the leverage resulting from representation 
of other kinds of capital in the capitalization. 

Q. At page 6024, lines 19 to 25, and at page 6024, lines 
1 to 16 of the transcript, the Examiner suggested that the 
revised earnings-price ratios for the period September 1944 
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to December 1945, inclusive, be supplied for the record. 
Have you prepared a schedule showing these revisions! 
A. I have. 

Q. I show you, Doctor, a one-page document entitled 
[7441] “ Changes in earnings-price ratios for the Penn 
Water common stock and for the medial four of six common 
stocks to reflect earnings data becoming available after the 
preparation of Exhibit 29.’’ 

Was that document prepared under your supervision! 
A. It was. 

Mr. Sparks: May that document be marked Ex¬ 
hibit No. 167 for identification, Mr. Examiner! 

Trial Examiner: Yes, the reporter will mark the 
document Exhibit 167 for identification. 

(Thereupon the document referred to was marked 

Exhibit No. 167 for Identification). 

• • • 

By Mr. Sparks : 

Q. Doctor, at page 6040 of the transcript, lines 22 to 
25, Mr. Goldberg asked the following question: 

“May I put briefly in the record the distinction I 
think you are making! You are saying that accounting 
costs are not economic costs, and those economic costs 
are the only ones you recognize as costs. Right!” 
You answered in the affirmative. 

Was that a complete answer! A. No, it was a re¬ 
sponse to the first part of the question. 

[7442] Mr. Goldberg: Just one moment, please. 

I object to the question as not in accordance with 
the evidence and I move to strike the answer. The 
question was “You answered in the affirmative. Was 
that a complete statement!” or words to that effect. 

The fact is that he agreed to the statement in the 
question and said “With the addition of one further 
point.” 
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In other words, it was not merely an answer in the 
affirmative and stopping there. He went on to give all 
the reasons he thonght necessary. 

Mr. Sparks: No, he didn’t, if your Honor please. 
That is just the purpose now of this further redirect. 

Mr. Goldberg: Who was restraining this witness? 

Trial Examiner: Read the question, please. 

(Question read). 

Trial Examiner: May I have the answer too, 
please ? 

(Answer read). 

Mr. Sparks: He has not completed this answer, 
Mr. Examiner. 

Trial Examiner: I will sustain the motion to 
strike. We cannot stop and try now whether those 
answers were complete or not. He is entitled to answer 
the question correctly if it was answered incorrectly 
before. 

Mr. Sparks: If your Honor please, this situation 
springs from the fact there were two questions in that 
question. Doctor [7443] Foster answered the first part 
of the question, namely, that accounting costs are not 
economic costs. He did not on cross-examination 
answer the second part of the question. 

Trial Examiner : The form in which your question 
is put is properly objectionable. 

Mr. Sparks: I don’t understand why, if your 
Honor please. I have asked him if it was a complete 
answer. He said “No” in response to the first part 
of the question. 

Trial Examiner : I do not think we can let the wit¬ 
ness determine whether his answer was complete as of 
the time he gave it or not. 
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Mr. Sparks: Well, if your Honor please, I think 
the witness certainly must have some say as to whether 
he was completely answering the question. He said 
he did not completely answer it. I say he did not com¬ 
pletely answer it. 

I submit to your Honor that we ought to have an 
opportunity to complete the answer to that question. 
That seems to me to be the purpose of redirect ex¬ 
amination. 

Trial Examiner: Procedurally his answer was 
complete in that he was not interrupted. 

Mr. Sparks: Will your Honor indulge just a 
moment? 

Mr. Goldberg : He went on to say he had one ad¬ 
ditional point to make. He made it. 

Mr. Sparks : Obviously the answer was only to the 
first part of the question. 

[7444] Trial Examiner: Objection is sustained and the 
motion to strike is granted. 

Mr. Sparks: I take an exception. 

By Mr. Sparks : 

Q. Doctor, in your studies of the rate of return de¬ 
termination in this case have you disregarded accounted- 
for costs? A. I have not. 

Q. Doctor, were schedules 4 and 5 of Exhibit 29 de¬ 
signed to show anything other than the actual experienced 
costs of debt and preferred stock capital and the costs as 
recorded in the accounts of Penn Water as at the time when 
incurred? A. They were not designed to show anything 
other than the costs which you have described. 

Q. Are debt discount an expense and call premiums 
costs of supplying service? 

Mr. Goldberg: What does ‘*service ’ 9 mean? 

Mr. Sparks : Service supplied by Penn Water. 
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Mr. Goldberg: What service? 

Mr. Sparks: Now, if your Honor please,- 

Trial Examiner: Proceed with the witness. 

Mr. Goldberg: Mr. Examiner, you know, you 
speak of servicing debt, and this is financial cost we 
are talking about, as I understand it. We have heard 
the word “service” used in connection with the fur¬ 
nishing and selling of [7445] electric energy. 

I am just trying to find out what these things 
mean. 

Trial Examiner: Do you have any objection to 
stating whether it applied to debt service or not? 

Mr. Sparks: It applies to services rendered by 
Pennsylvania Water and Power Company. 

Trial Examiner: To its customers. 

Mr. Sparks : To its customers. 

Trial Examiner: All right. 

The Witness : I believe that at the time when incurred 
their status as costs is not questionable. An outstanding 
issue of bonds cannot be redeemed and onerous require¬ 
ments of an existing debt contract- 

Mr. Goldberg: I move to strike the answer as 
given up to this point as unresponsive to the question. 

Trial Examiner: Read the question, please. 

(Question read.) 

[7446] Trial Examiner : The answer, too, please. 

(Answer read.) 

Mr. Sparks : That is not a complete answer. 

Mr. Goldberg : I realize that. The reason I inter¬ 
rupted is because it was obvious it would not be respon¬ 
sive. 
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Trial Examiner : Finish the sentence. 

The Witness: —avoided without the payment of call 
premium. 

Trial Examiner: Anything more to that answer? 

Mr. Sparks: Yes, there is more. It is all respon¬ 
sive. I think Your Honor will recognize it. 

Trial Examiner: Yes, but he gets right back to the 
same problem which has come up before in connection 
with permitting the witness to give lengthy answers in 
response to questions where really the first sentence the 
witness gives is an answer to the question. 

Mr. Goldberg : If you can call that an answer. 

Trial Examiner: The question is usually in the 
form of something which requires a simple answer 
“ Yes,” and then the witness proceeds from there on on 
his own. 

Mr. Sparks: To qualify and explain that categor¬ 
ical answer. It is perfectly proper. 

Trial Examiner: It gives no one an opportunity 
to object. The question is retired with the first few 
words and then the witness is free. 

[7447] Your answer to that question is “Yes,” is it not? 

The Witness: Well,- 

Trial Examiner: Isn’t that a complete answer? 

The Witness: The question as put to me may be an¬ 
swered “Yes” which, however, provides no reason for an 
answer on a highly controversial subject. 

Trial Examiner: Very well. All of the answer to 
the question other than “Yes” is stricken. 

By Mr. Sparks: 

Q. Can an outstanding issue of bonds be redeemed and 
onerous requirements of an existing debt contract avoided 
without the payment of call premiums? A. No. 
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Q. What is the measure of debt discount and expense 
or net premium? A. The measure is the difference be¬ 
tween net proceeds to the company and the obligation at 
maturity of the fixed term contract. 

Q. When an outstanding issue of bonds is refinanced 
is unamortized discount and expense related to that issue 
an unavoidable cost ? 

Mr. Goldberg: May I have that question, please? 

(Question read.) 

Mr. Goldberg: Is “that issue” the issue which is 

refunded or the new issue ? 

[7448] Mr. Sparks : The issue which is retired. 

The Witness: It is. 

By Mr. Sparks: 

Q. Must such costs be borne by someone, Doctor? A. 
They must be. 

Q. What are the alternatives of treatment of these 
costs available to the Regulatory Commission for rate mak¬ 
ing purposes? A. Three alternative treatments of such 
costs of financing are available: First, these costs might be 
provided for among the operating expenses. This is an 
inappropriate alternative since they are not operating ex¬ 
penses. 

Second, they may be recognized as part of the deter¬ 
mined experienced cost of capital and accepted as evidence 
of the fair rate of return. 

Third, such costs may be excluded from the determina¬ 
tion of capital costs as well as the operating expenses. 

Under this third alternative such costs absorb a part 
of what would otherwise be equity return. This third 
method imposes on the equity investment an additional 
hazard, the hazard of obsolescence of contracts for senior 
capital. Such an additional hazard, when recognized as 
such by investors, will become reflected in increased return 
requirements and subject to recognition in the allowance 
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for risk taking in determination of the fair rate of return. 
[7449] Q. Why do you say that under this third alternative 
such costs absorb a part of what would otherwise be equity 
return? A. I mean that such costs can not be avoided by 
the choice of accounting disposition. Expedited accounting 
disposition by write-off to surplus or by rapid amortization 
by charges against income conforms to the practice of con¬ 
servatism in accounting. It represents an immediate or 
rapid absorption of the cost by the equity in exchange for 
the prospect of a corresponding increase in net income dur¬ 
ing future accounting periods. Disallowance as fair rate of 
return evidence on the ground that the cost has been written 
off to surplus has a double-barreled effect on computations 
such as are shown by Schedule 6 of Exhibit 29. 

The cost of debt capital component of the over-all cost 
rate is reduced on the ground that the particular costs have 
been absorbed by the equity. The equity capital cost rate, 
however, is weighted by the proportion of equity capital in 
the total capitalization and that proportion is reduced by a 
write-off of such costs to surplus. Therefore the equity 
capital component of the over-all cost rate computed in the 
manner shown by Schedule 6 does not include any allowance 
to reflect the absorption of such cost by the equity. 

Q. Are such costs subject to exclusion on the ground 
that they are imprudently incurred? [7450] A. I know 
of no evidence- 

Mr. Goldberg : Mr. Examiner, I must object to that. 
It seems to me it asks for a legal conclusion. 

Trial Examiner: Objection is overruled. 

The Witness: I know of no evidence which suggests 
that such costs were imprudently incurred. 

Mr. Goldberg: Now may I have the question and 
the answer, please? 

(Question and answer read.) 

Mr. Goldberg: I realize you have just indicated, 
Dr. Foster, that does not complete your answer, but 
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the answer yon have already given raises in my mind 
the question that I would like to have counsel advise me 
on, and that is when he says ‘‘such costs’’ in his ques¬ 
tion is he referring his question specifically to costs that 
Penn Water has incurred or is it just a general question 
dealing with unamortized debt discount? 

Mr. Sparks: We are talking about the costs Dr. 
Foster has reflected in his exhibits in this case. 

Mr. Goldberg: It is related, then, to Penn Water? 

Mr. Sparks: Yes. 

Mr. Goldberg: All right. 

The Witness: In the words of Mr. Justice Brandeis the 
criterion of “Prudent” is applied “for the purpose of ex¬ 
cluding what might be found to be dishonest or obviously 
[7451] wasteful” costs. The criterion should not be ex¬ 
tended to exclude what may be found in the light of hind¬ 
sight to be merely uneconomic. Such a criterion of exclu¬ 
sion on the ground that conditions have changed since the 
time when the costs were incurred would require, for 
example, that equity investors be penalized by disallowance 
of depreciation expense reflecting growing obsolescence. 

By Mr. Sparks : 

Q. Doctor, at Page 6054, lines 7 to 10 of the transcript 
the following question was asked: 

“Assume that bonds are retired by using funds secured 
through the issuance of preferred stock. Is the unamor¬ 
tized discount and expense associated with the bonds a cost 
of the preferred stock?” You answered in the negative. 

In the circumstance described is the unamortized debt 
discount and expense a cost of capital? A. Yes. 

Q. Why? A. The character of the unamortized debt 
discount and expense as a cost of capital is not changed by 
the fact of the retirement of the bonds by use of proceeds 
from an issue of preferred stock instead of refunding bonds. 
Such unamortized costs are appropriately charged to sur- 
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plus at the time of the transaction, but their status as un¬ 
avoidable costs is not changed by the accounting [7452] dis¬ 
position, and they are appropriately recoverable by an al¬ 
lowance in the equity component of the rate of return. 

The appropriate treatment of capital costs in the cir¬ 
cumstance of substitution of preferred for debt capital is 
generally the same as where equity capital is substituted for 
debt capital. 

In the case of Penn Water, equity capital was substi¬ 
tuted for debt to the extent of $345,800 in the refinancing of 
the 5% per cent series “A” and the six per cent Holtwood 
bonds by the 4% per cent series “B” bonds issued in March, 
1928. This is the difference between amounts shown by 
lines 16 and 17 of Schedule 4 of Exhibit 29. 

The related unamortized debt discount and expense, 
which amounted to $38,700, the difference between the 
amounts shown by lines 15 and 19 of Schedule 4, was 
dropped from the computation of experienced cost of debt 
capital. That circumstance and the treatment for the pur¬ 
pose of Schedule 4 do not cause the item to cease to exist 
as a cost of capital The item was not recognized in the 
determination of equity capital costs because it was rela¬ 
tively insignificant in amount. Its recognition as a cost 
assumed by the equity would have required surplus be ad¬ 
justed to the extent of the amount involved for the purpose 
of the computation of the equity cost component shown by 
Schedule 6. 

Q. Are the hypothetical replacement cost of capital 
[7453] rates shown by Schedule 10 of Exhibit 30 appro¬ 
priate measures or evidence of the fair rate of return to 
Penn Water to be applied to an original cost rate basis? 
A. No. 

Q. Why? A. Such replacement cost rates of 4.9 
per cent, or 5.6 per cent, are not appropriate measures or 
evidence of a fair rate of return to be applied to an original 
cost rate base when its applicability is tested by either the 
equitable or the economic standards. 
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Q. During the course of your cross-examination Mr. 
Goldberg drew your attention to certain portions of the 
Federal Communications Commission rate of return study 
issued June 15, 1938. May I direct your attention to Page 
20 of Chapter 2 of that study and to these statements: 

“The price paid for capital, like many of the other 
costs which must be incurred to provide service, is largely 
determined by the forces of competition. Materials and 
supplies, and to some extent labor, as well as the funds 
necessary in the business must be secured in competitive 
markets. Regulation must provide the utility with sufficient 
revenues to enable it to purchase its materials, supplies and 
labor in competition with other businesses, and to the same 
end regulation must provide a return that will meet the 
demand of the capital market. If such return is not made 
[7454] available, capital funds will not be forthcoming. 

“From this point of view, the primary purpose of per¬ 
mitting a utility to earn a ‘return’ is to enable it to pay the 
costs of its capital, and the amount of these costs should 
be the reasonable and proper measure of the return allow¬ 
ance.” 

I have skipped Note 1 and I shall read Note 2 at the 
bottom of Page 20. 

“The necessary and useful distinction between ‘ex¬ 
pense’ and ‘economic cost’, should be kept in mind. ‘Ex¬ 
pense’ is an accounting term, and excludes many items 
properly considered as a part of ‘economic cost.’ The re¬ 
turn may be an expense only in part or even not at all 
during a given accounting period.” 

Will you examine the portions which I have read, Doc¬ 
tor, and state whether or not you agree with those state¬ 
ments? A. I do agree with those statements. 

Q. May I also direct your attention to Page 76 of Chap¬ 
ter 5 of the study which I have referred to in my previous 
question, and to these statements: 
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“While it is true that the prospects of a future rise 
or fall in the market price of stocks have their influence 
(and at times may even be controlling), it is believed that 
the financial and operating characteristics of the particular 
utility dominate the investing public’s evaluation of [7455] 
its securities. In many cases this will not result unless the 
period used is long enough to even out the effect of market 
factors extraneous to the individual corporation’s situation. 
In any event, however, it seems to be generally conceded 
that the long run average earnings-price ratio, more ac¬ 
curately than any other single factor, reflects the investor’s 
composite evaluation of all fundamental influences effect¬ 
ing the corporation.” 

Do you agree with those statements as statements of 
the appropriate use of earnings-price ratios in the deter¬ 
mination of the fair value of return? A. I do. 

[7456] Q. At page 5691 of the transcript you gave certain 
answers to questions asked by Mr. Goldberg. Were the 
statements made by you on page 5691, lines 13 to 16, both 
inclusive, and lines 22 and 23 in any way inconsistent with 
the method which you used in this proceeding in arriving 
at the fair return of not less than $2,450,000 and the fair 
rate of return of not less than 6%%? A. They were 
not. 

• # • 

[7458] Re-Cboss-Examination. 

By Mr. Goldberg: 

Q. Beferring to Exhibit 165, Dr. Foster, in presenting 
that exhibit are we to understand that you are undertaking 
to support a specific treatment of depreciation in this case? 
A. No, you are not to so understand. 

• • • 

[7461] Q. 'What I am trying to find out is have you ever 
known of the use of depreciation expenses in rate making 
based upon the straight-line method of depreciation in as- 



954 


Donald Gunn, Cross 


sociation with an undepreciated rate base? A. In a rate 
proceeding I cannot say that I have. 

• • • 

Q. In other words, depending upon your assumptions 
you can alter those results in Exhibit 165. Eight? A. 
That is right. The only purpose of this exhibit was to 
attempt to supply an answer with respect to the meaning 
of the conclusion reached in the rate of return testimony. 
[7462] That is, there were numerous questions with re¬ 
spect to the meaning of the statement that the conclusion 
was prior to whatever might be the effect of the treatment 
of depreciation. In that connection it was said that the 
fair rate of return would not vary. 

It was said also that the fair return defined as the 
amount reached by applying the rate of return to the rate 
base, depreciated or undepreciated depending upon the 
method, would vary. 

This exhibit is intended to be no more than a mathe¬ 
matical illustration of what was meant in that connection. 

• • 0 


[7466] DONALD GUNN. 

• • • 

Cross-Examination (Continued). 

• • • 

[7469] By Mb. Hall: 

Q. Did you ask Mr. Hutchinson what risk he had as¬ 
sumed and what sacrifices he had made in subscribing to 
the McCall Ferry bonds? A. No, I don’t believe I asked 
him that question. I didn’t consider Mr. Hutchinson a 
financial expert as such. 

• • • 

[7470] Q. When did actual physical construction of the 
Holtwood project begin? A. The latter part of October 
1905. 
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Q. October 24,1905, is the exact date according to my 
information. A. Yes. 

Q. At that time clearing of the reservoir began; right? 
A. I believe it was clearing of the reservoir and particu¬ 
larly clearing of a site for the construction site and con¬ 
struction labor camp. 

Q. What source of income did McCall Ferry Power 
Company have in the spring of 1905? 

Mr. King: May I inquire in what sense you refer 
to income? 

Mr. Hall: Income from operations. 

The Witness: None. 

By Mr. Hall: 

Q. Or from any other source. A. The thing that 
is troubling me is this: I believe they did get some interest 
on bank deposits. I don’t know whether or not you would 
call that income. 

Mr. King : That is why I asked you the question. 
By Mr. Hall: 

Q. Any other income? [7471] A. Well, they had a 
little income from operation of the construction camp. 

Q. Very insignificant amount? A. Insignificant, 

yes. 

Q. Had McCall Ferry consummated any power con¬ 
tracts for the sale of its project’s output in the spring of 
1905? A. They had not consummated any contracts as 
I recall it. Previous to that time there had been power 
surveys made of the potential market, and a market was 
known to be available, but no actual contracts had been 
consummated. 

[7472] Q. No actual negotiations had begun in the spring 
of 1905. Is that right? A. That I don’t know. 

Q. Wasn’t the first contract for power signed in March 
of 1907? A. I believe that is correct. 
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Q. When was work stopped on the project due to the 
exhaustion of available funds? A. About January, 1909. 
At that time construction practically came to a standstill 
Previous to that time it had gone to a rather low ebb, 
during the months of February and March, 1908, but im¬ 
mediately following that there was a resumption of con¬ 
struction, and then the actual halting of work took place 
in January of 1909. 

• • • 

Q. The capacity and power output of the project had 
not been finally determined in the spring of 1905, right? 

• • • 

The Witness: Well, in the spring of 1905 a capacity 
for the initial project had been decided upon which was 
substantially the same as the initial project actually in¬ 
stalled. However, the plans for the project in the spring 
[7473] of 1905 called for a lower dam and a greater num¬ 
ber of units without tailrace excavation, and the project 
as finally installed called for a higher dam, a fewer num¬ 
ber of units, and tailrace improvement which increased 
the power from those units, so that at the end the initial 
project in each case was of substantially the same horse¬ 
power. 

By Me. Hall: 

Q. Wasn’t the initial estimate based upon 50,000 horse¬ 
power? A. Yes. 

Q. And that was increased to 100,000 a little later? 
A. There was a whole series of estimates which entered 
into the studies upon which the final plant was based. I 
don’t recall what all the different horsepowers were, but 
the initial plant as actually installed consisted of five units, 
and they aggregated substantially 50,000 horsepower. 

Q. When were bids called for on the dam of 185 foot 
elevation? A. On August 11, 1905. 

Q. When was the final decision reached to construct 
the dam at 165 foot elevation? A. June 19, 1906. But 
previously, in the original financing in June, they had been 
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considering a dam at 155 foot elevation, which is still lower 
than the 1G5 and much [7474] lower than the 185. 

Q. At the same time they were also turning over in 
their minds the 185 foot elevation, right? A. I don’t 
know that they were. The 155 foot elevation first came 
into the picture in a substantial way in the Parsons Re¬ 
port on January 13,1905. It was incorporated in the Fisk 
underwriting agreement and prospectus in March 25, 1905, 
and it appeared to be the prevailing plan, that is the plan 
to build to 155, down through the time the financing was 
completed. 

Q. That financing was completed in May of 1905, right? 
A. The subscriptions were taken, I think, in March of 
1905. The actual availability of money came about in 
June, I believe, or about the middle of June. 

Now, apparently, the first variation or first serious 
consideration that was given to building a dam higher than 
elevation 155 was about June of 1905, and came about as 
a result of negotiation with Pennsylvania Railroad officials 
for raising the railroad. At that time the railroad com¬ 
pany estimated that the railroad could be raised to Penn¬ 
sylvania Railroad’s satisfaction at a cost of about $577,500. 

As soon as that estimate was made known to McCall 
Ferry Power Company, and the estimate was made by 
Pennsylvania Railroad, the advisory board of engineers 
immediately considered building a higher dam because that 
estimate of [7475] $577,000 was much less than they 
thought it would cost to raise the railroad track. 

During the early part of August the advisory board 
recommended the construction of the dam to elevation 185, 
and on August 11 bids were called for for a construction 
of a dam to elevation 185. Then the bidders included in 
their bids up to $500,000 or $750,000 for risks of construct¬ 
ing the project in the Susquehanna River, that is risks 
from flood and also against the results of a penalty clause 
which McCall Ferry had included for completion. When 
McCall Ferry Power Company considered those bids they 
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came to the conclusion that if they accepted one of them 
they were accepting the worst contingency, and, therefore, 
the highest price that they could possibly be caused in the 
construction of the dam, and had no opportunity to have 
any advantage from the advantageous river flow conditions 
prevailing, and on the basis of that they rejected those 
bids and made an arrangement with Hugh L. Cooper, who 
at that time had a construction organization working on 
the hydro developments of Niagara Falls which were about 
complete, made an arrangement with him to construct the 
project at cost plus a stipulated fee, and signed the con¬ 
tract with him to that effect for a dam at 185. They also 
had a provision for building a dam at a lower elevation. 

At about that time, or about December 6, 1905, Penn¬ 
sylvania [7476] Railroad revised the estimate on the cost 
to relocate the railroad upward from $577,000 to $1,237,000, 
and certain landowners whose property would have to be 
bought in the relocation of the railroad, and also in the 
flooding at a higher elevation, made such exorbitant claims 
for the price of their land that McCall Ferry Power Com¬ 
pany decided that they couldn’t afford to build a project 
to elevation 185, and as a result on June 19, 1906, they 
settled upon the elevation for the dam at 165. 

Q. From what you said, all the estimates of revenues 
in the Spring of 1905 were not final. Is that right? A. 
That is correct, none of the estimates were anything, as 
later events proved. 

• • « 

[7481] Q. Will you refer to Exhibit 159, Mr. Gunn? A. 
Yes, sir, I have it before me. 

Q. Doesn’t Mr. Dimock state in this exhibit that the 
[7482] contract which has been consummated is at $21.50 
per horsepower? A. That is one of the things he states. 
I might suggest that has to be taken along with this fact: 
I believe the early expectations of McCall Ferry were to 
sell a certain category of their power to Consolidated Com¬ 
pany in Baltimore, another category of it to United Rail¬ 
ways. That is, that was their first expectation. 
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Later their plans changed to sell what may have been, 
and I believe was necessary, a different category of power 
to Consolidated, also a different category of power to 
United Railways, and to bring a third customer into the 
picture, that being the Lancaster Edison Company, as I 
believe it was known at that time. 

What hydroelectric power is worth is determined 
wholly by the specifications for its use and delivery which 
are contained in the power contract, so it does not seem 
to me there is necessarily any inconsistency at all between 
the $21.50 Mr. Dimock mentioned to Mr. Higginson in 
Exhibit 159 and the figures stated on pages 45 and 46 of 
Exhibit 27. 

I have not made a study and a comparison of those 
contracts, and I therefore am not in a position to state 
that as a fact other than just the general statements I have 
given you. 

Q. Notwithstanding the absence of earnings in the 
[7483] Spring of 1905, the absence of contracts to insure 
any earnings in the future, the absence of any definitive 
arrangements for the construction of the project, you 
nevertheless contend that the McCall Ferry stock had a 
cash value at the time of the transaction in the Spring of 
1905. Right? A. May I have that question, please? 

(Question read.) 

The Witness: When you speak of a “definitive ar¬ 
rangement for the construction” to what are you referring? 
The absence of a contract executed with a contractor for 
building the project? Is that what you are referring to? 

[7484] By Mb. Hall: 

Q. That plus the fact no definite plans had been agreed 
upon as indicated by the fact they went from a 155 eleva¬ 
tion to a 185 elevation and back to a 165 elevation? 

• • • 

The Witness: Yes, in my opinion the stock had a 
value. However, while the stock did not have actual earn- 
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ings then it had prospective earnings. It is also true there 
were no actnal contracts then, which was normally to be 
expected. There was, however, available a market which 
had been thoroughly surveyed. 

It is also true that there was no definitive plan for 
the project. However, there were plans which were per¬ 
fectly practicable, and it is true that later several other 
plans were considered and rejected, and the final plan 
accepted was [7485] somewhat different from the original 
plan. 

Q. Upon what contract were the prospective earnings 
that you referred to based? A. They had no actual 
contract. It was on the existence of an obvious market. 
That is what the prospective earnings were based upon. 

Q. They thought that in the spring of 1905 they could 
get contracts for the output in the future. That is what 
you are saying? A. I think they knew that. 

Q. How do you know that, Mr. Gunn? A. For the 
reason the markets were within practical transmission dis¬ 
tance and they knew they could sell power against steam 
competition, and nothing short of an improvident man¬ 
agement would fail to buy it under those circumstances, 
that is improvident management on the part of their cus¬ 
tomers. 

Q. The McCall Ferry did not know the price at which 
they could or would sell the power output of the project? 
A. No, that lying in the future they could only estimate 
the price, which they did. 

Q. And the estimates to which you refer were in ex¬ 
cess of the contracts actually consummated; right? A. 
I wouldn’t draw that conclusion. I have not made a study 
of them and I don’t think we have anything before us now 
to support such a conclusion. 

[7486] Q. Isn’t that what Mr. Dimock says in his letter 
which is Exhibit No. 159? A. What part of that letter? 

Q. In referring to $21.50 per horsepower? A. No, 
that doesn’t necessarily follow for the reason I have al¬ 
ready explained to you. 
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Q. Had Hutchinson always entertained the opinion 
shown in his affidavit as to the value of the stock? A. I 
don’t know. I never knew Mr. Hutchinson before I met 
him about eighteen months. I think, prior to the date of 
that statement. 

Q. He, like others you consulted, knew that you wanted 
the valuation for the purpose of supporting Penn Water’s 
original cost claim, didn’t he? A. Yes, for that purpose 
and any other purpose we might need it for. At least they 
could draw that as an inference or conclusion. 

Q. Assuming he didn’t know it, he could draw that 
conclusion, also. Isn’t that right? A. Yes; surely. I 
believe I told him that was the purpose of it. 

Q. And he could also draw the conclusion that it would 
be of no help for you if he said the stock had no cash 
value at the time of the transaction. Isn’t that so? 

• • • 

[7487] The Witness: He could draw that conclusion, Mr. 
Hall, but there was every reason to expect that he would 
not act upon such a conclusion. Dr. Hutchinson felt all 
his life he had been mistreated very badly in the McCall 
Perry project, and, as a matter of fact, there was a con¬ 
siderable amount of hesitancy in our company to even 

approach him and ask him for his help in this. 

• • • 

Q. At this point, Mr. Gunn, I would like to refer you 
to part 1 of Exhibit 27, and particularly to page 4 thereof. 
A. Yes, sir. 

Q. Does not Hutchinson state there that when it was 
[7488] determined the financing was more than Bertron, 
Storrs and Griscom could complete then Harvey Fisk and 
Sons were approached in connection with the proposed 
financing of the project? 


• • • 

The Witness: Yes, sir, it so states. 
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By Mb. Hall: 

Q. Hutchinson there states that Fisk agreed to form 
a new syndicate and undertake to complete the financing. 
Isn’t that so? A. That is correct. It so states. 

Q. But according to Hutchinson’s statement the Fisk 
firm insisted as consideration for its efforts a majority 
of the common stock of McCall Ferry. Is that right? A. 
It so states. 

Q. According to Hutchinson, Harvey Fisk and Sons 
demanded [7489] that consideration to save the financing. 
Right? A. That is correct. 

Q. Isn’t it a fact that Hutchinson in no place in his 
affidavit states that Harvey Fisk and Sons rendered any 
services other than financing? 

• • • 

The Witness: I will have to read the affidavit if you 
wish me to answer that question. 

By Mb. Hall: 

Q. Do you recall that Hutchinson stated that the Fisk 
firm rendered any services other than financing services? 
A. I believe Hutchinson stated somewhere in his affidavit 
that Fisk deprived him of control of the enterprise, and 
that is the statement I will have to look for. 

Q. Is it upon that statement that you would conclude 
that the Fisk firm rendered services other than financing? 
A. Well, that certainly would be one statement which 
would indicate they took the project over lock, stock and 
[7490] barrel, control, financing, management, and what¬ 
ever else which went with domination of it. 

Q. Do you recall any direct statement which Hutchin¬ 
son made that the Fisk firm rendered services other than 
financing? A. I don’t recall that Hutchinson attempted 
to enumerate the services which Fisk did render. I don’t 
think he was either in a position or was asked to make 
such an enumeration, but it seems to me that all of Hutchin¬ 
son’s statement relating to Fisk, and Fisk taking the con¬ 
trol, indicates that he did more than simply financing. 
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Q. Wasn’t Hutchinson in a position to state who was 
managing the project? A. Yes, I think he was in a 
position to state it. My interpretation of his affidavit, and 
certainly of my considerations with him, was that Fisk did 
it and not him, as he had hoped to do. 

The reason I can’t answer specifically without reading 
the affidavit is that I can’t be sure what I am remembering 
of what Hutchinson told me as separate from what may be 
stated in this affidavit. 

Q. But nowhere in part 1 of Exhibit 27 does Hutchin¬ 
son make any direct statement that the Fisk firm rendered 
services other than financing? A. That I don’t know 
without reading the exhibit. 

Q. All right. [7491] A. I haven’t read the exhibit 
for a considerable length of time. 

Q. When at the bottom of page 6 of Exhibit 27, Mr. 
Hutchinson refers to the ultimate consideration to affiant, 
what was his immediate consideration? 

• • • 

The Witness: In that statement, Mr. Hutchinson was 
distinguishing between the amount of the consideration 
which passed to him under his agreement with Susque¬ 
hanna Contracting Company and the part of that consid¬ 
eration which he was able to keep beneficially for himself 
and the people who had assisted him in developing the 
project to the stage it was developed when he turned it 
over to Susquehanna Contracting Company. 

By Me. Hall: 

Q. Why didn’t you obtain from Hutchinson the details 
of the process by which he distributed, if he did, a portion 
of the common stock and the four thousand shares of pre¬ 
ferred stock which constituted part of the consideration 
under the contract which is part 19 of Exhibit 27? 

• • • 

[7492] The Witness: It seems to me that Part 1 of Ex¬ 
hibit 27 does state the details. It states that the bankers 
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would receive thirty thousand shares, that he was to re¬ 
ceive 18,840, and that he was to receive the $750,000 cash. 
It seems to me that disposes of the whole of the considera¬ 
tion mentioned in part 19 of Exhibit 27. 

By Mb. Hall: 

Q. Mr. Hutchinson, according to your testimony, re¬ 
fers to the total consideration involved in part 19 of Ex¬ 
hibit 27 ? A. Yes, sir. 

Q. But he does not describe in detail the terms of any 
agreement or relate the exact process by which he turned 
over or distributed a portion of the common stock and the 
preferred stock which he received under the Susquehanna 
contract. Isn’t that so? 

• • • 

The Witness: It seems to me that he relates it in 
sufficient detail. I don’t know what you mean by exact 
detail. He states in the affidavit, and I believe it was a 
fact from my attempts with him to locate his records, that 
he [7493] didn’t have the records of that. However, he 
does state that he received 18,840 shares of the common 
stock, that the bankers received 30,000 shares of the com¬ 
mon stock, and that accounts for all of the common stock. 

By Mb. Hall: 

Q. How were the 30,000 shares of stock distributed 
between the bankers? A. Hutchinson doesn’t say, and 
I don’t know whether he ever knew or not. I rather doubt 
he did. 

Q. Mr. Gunn, would an investor be concerned with the 
adequacy of the proposed financing of the project? A. 
I think he should be, and I am very certain the investors 
in McCall Ferry wish they had been more concerned 
with it. 

Q. Don’t you think that would have a bearing on the 
cash value of the stock? A. Yes, I think it might. If 
at the time you were valuing the stock they knew that the 
financing was adequate it would have one effect. If they 
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knew it was inadequate I imagine it would have another 
effect. The mere fact their expectations at one time proved 
wrong at a later date wouldn’t have any effect on the stock 
at a previous date. 

Q. Mr. Gunn, have you ever found any evidence to 
indicate that the sale of common or preferred for cash in 
1905 was believed possible or ever considered by McCall 
Ferry? [7494] A. I never have found any evidence 
either way. I have always believed that because the stock 
obviously had some value then that if an effort had been 
made to sell it it could have been sold. 

Q. Do you know of any effort which was made? A. 
No, sir. On the contrary I don’t believe any effort ever 
was made to sell it. I think the people who held it thought 
it was a good investment and wanted to keep it. 

Q. How do you know that those who held the stock 
didn’t want to sell it? A. Because I never found a scrap 
of evidence anywhere in the record of their attempting to 
sell it. If they wanted to sell it I assume they would have 
tried to sell it. 

Q. That means they couldn’t sell it. Isn’t that so? 
A. No, I don’t think so. 

Q. Why not? A. It just doesn’t to me. 

• • • 

Q. Do you know of any sales of McCall Ferry common 
[7495] or preferred stock for cash in the spring of 1905? 

• # • 

The Witness : No. 

By Mb. Hall: 

Q. Do you know of any- A. Unless you want 

to, and perhaps it would be proper, to say that the accept¬ 
ance of the stock by Hutchinson in exchange for his prop¬ 
erty was a sale. But I don’t know of any market transac¬ 
tion in that. 
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Q. Do yon have any record of any cash offer ever 
having been made for the McCall Ferry common and pre¬ 
ferred stock? 

• • • 

[7496] The Witness: You mean common or preferred. 

By Mb. Hall: 

Q. Both. A. Nothing except the transaction be¬ 
tween Bertron, Griscom Company and Pullen which re¬ 
lated to purchase of 150 shares by Bertron, Storrs and 
Griscom from Pullen. 

Q. Isn’t it a fact that the initial syndicate found it 
difficult to sell even bonds and had to call in other bankers ? 
A. I don’t understand the question. My difficulty relates 
to who was the original syndicate. 

Q. I am referring now to those involved in the March 
1, 1905, plan? A. And I take that to mean Bertron, 
Storrs and Griscom, and Dimock and Barney. 

Q. Lee, Higginson and Company. A. I thought 
they were the bankers you were referring to as having 
been called in. 

Q. You are right. 

The Witness: All right. Now may I have the ques¬ 
tion? 

[7497] (Question read.) 

The Witness: The original syndicate as we have de¬ 
fined it did call in other bankers. Whether that was be¬ 
cause of the difficulty or indicated the difficulty of selling 
bonds, I don’t know. 

By Mb. Hall : 

Q. At any rate the initial syndicate under the March 
1, 1905, plan, procured approximately subscriptions for 
four million dollars principal amount of bonds. Is that 
right? A. About that. My difficulty in answering the 
question relates, for example, to this fact: The Safe Har¬ 
bor refinancing bonds were sold the other day, and they 
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sold for a very big premium. The First Boston Corpora¬ 
tion was the successful bidder and they brought someone 
else with them. I don't know whether they brought them 
in because it was difficult to sell the Safe Harbor bonds or 
for some other reason. I have the same difficulty in an¬ 
swering your previous question. 

• • • 

[7498] By Mr. Hall: 

Q. Isn't it a fact that in the McCall Ferry reorganiza¬ 
tion of 1909 no value was allowed for the preferred and 
common stock of McCall Ferry? A. I have some diffi¬ 
culty with that. Perhaps I can answer it this way: It is a 
fact that in the reorganization the equity represented by the 
common and preferred stock was eliminated from the Mc¬ 
Call Ferry Project. 

Q. In other words, the common and preferred stock 
were wiped out completely in the reorganization process? 
[7499] A. Yes. 

• • • 

[7501] Q. Mr. Gunn, what cash value did McCall Ferry 
report for its capital stock to the state of Pennsylvania for 
the year 1905? 

• • • 

The Witness: I don’t know. 

By Mr. Hall : 

Q. I show you at this time a photostatic copy of an 
excerpt from that report for the year 1905 which is dated 
July 13,1906, and ask you if it is not a fact that the McCall 
Ferry representatives state that the stock had no cash value 
in 1905 and has had none since that time? 

• • • 

[7502] The Witness : No, it doesn’t seem to me that is what 
this letter states. It seems to me the letter states simply, 
at the beginning of the second paragraph, and particularly 
the final paragraph, after reciting all of the facts concern¬ 
ing the stock, “In view of what has been said the under- 
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signed have found themselves entirely unable to make any 
estimate and appraisal of the capital stock of said company 
for the purposes of taxation at the present time.” 

It just says they couldn’t determine it. 

By Mr. Hall.; 

Q. Doesn’t the second sentence in the second para¬ 
graph read, 

“In the first place the stock did not have at that time,” 
referring to 1905, “—nor has it had since, any market value, 
there having been no sales thereof according to [7503] our 
information and belief.” A. That is correct. It seems 
to me there have not been sales and therefore from sales 
they could not determine the market value. Besides, this 
letter was talking about a valuation for taxation under 
Pennsylvania law. I have no idea as to what that legal 
requirement might be. 

Q. Isn’t it a fact they had that difficulty only six months 
after 1905? A. Yes, sir, I think it is. But, again, I don’t 
even see the word “cash value” in the whole of this letter. 

Q. Where is it mentioned in Hutchinson’s affidavit? 
A. I don’t remember whether it is in there or not. 

Q. You know it to be a fact it is not in any of the 
affidavits? A. No, I don’t know it to be a fact, but I 
don’t recall it specifically having been called cash value. 
However, this is obviously a valuation for taxation pur¬ 
poses under Pennsylvania law. I don’t know what may be 
the requirements of the Pennsylvania law for taxation. 
They might stipulate specific measure of value for taxation 
under Pennsylvania law for all I know. 

Q. The difficulty of that was experienced only six 
months after 1905, isn’t that so? A. That is what the 
letter would indicate. But it doesn’t indicate the stock had 
no value to me. 

[7504] Q. At that time they were closer to the facts than 
anyone 34 years after the event would be. Isn’t that right? 
A. No doubt. They proved that. 
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(The document referred to was marked for Iden¬ 
tification as Exhibit number 168.) 

• • * 

* 

[7505] Mb. Hall : Mr. Examiner, may we have marked for 
Identification as Exhibit 169 a photostatic copy of an 
excerpt from the capital stock report of McCall Ferry 
Power Company for the year 1906, which is dated Jan- 
uary 31,1907 ? 

• • • 

(Thereupon, the document referred to was marked 
Exhibit No. 169 for Identification.) 

• • • 

By Mr. Hall : 

Q. Mr. Gunn, do not the representatives of McCall 
Ferry Power Company make the same, or substantially the 
same representations in their report submitted in 1907 for 
the year 1906—by that' I mean—they state that the McCall 
stock had [7506] no market value in 1906 and has had none 
since that time? 

• • • 

The Witness: Yes, they make substantially the same 
representations as I have been able to determine from a 
rough comparison, it being, “In the first place, the stock 
did not have, at that time, nor has it had since, any market 
value, there having been no sales thereof, according to our 
information and belief.’’ 

By Mb. Hall: 

Q. And don’t they say that no price or value is in¬ 
dicated or measured by net earnings or by the amount of 
profits made either declared in dividends or carried into 
surplus or sinking fund? A. Yes, they say that, Mr. 
Hall. Those latter words, beginning with “Indicated” and 
ending with “fund” is in quotes as though that were one of 
the stipulated measures of the Pennsylvania taxation law. 

It is obvious they could not have had earnings during 
any of those years because the project was under construe- 
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tion, and it would appear from that that the Pennsylvania 
taxation laws provides only for the taxation of enterprises 
that have been completed and in operation. 

Q. Do you know that to be a fact! [7507] A. No, 
but if our supposition that that quotation is from the Penn¬ 
sylvania law is correct, then it would seem to me that would 
be the conclusion. 

Q. Do you know whether or not McCall Ferry actually 
paid a tax! A. No, I don’t know. It is a fact which 
could be ascertained, I suppose. 

Q. Mr. Gunn, are we to understand that in reaching 
your conclusion as to the cash value of the McCall Ferry 
stock you did not consider exhibits numbered 168 and 169 
for identification! A. I didn’t consider them material 
evidence, no, and for the reason primarily stated in the last 
paragraph of each of those exhibits, which indicates defi¬ 
nitely that the only thing the representatives of McCall 
Ferry Power Company were there stating was that they 
found themselves entirely unable to make any estimate and 
appraisal of the capital stock of McCall Ferry Power Com¬ 
pany for the purposes of taxation at the present time. That 
doesn’t indicate to me at all it might not have had a value 
for other purposes. 

It just indicates they couldn’t estimate how much the 
value was for taxation purposes. 

Q. Did you, in making your study, consider exhibits 
numbered 168 and 169, and reject them! A. I don’t fol¬ 
low just what you mean by rejecting [7508] them. 

I considered them for what they were worth. I recall 
having looked at these tax returns. 

Q. Did you reach the conclusion they were entitled to 
no consideration in arriving at the cash value of McCall 
Ferry stock! A. No, I don’t think so. I would say that 
I reached the conclusion, because of the last paragraph, 
that they indicated the stock did have a value, McCall Ferry 
Power Company just couldn’t estimate the form of value 
that the Pennsylvania tax law required them to estimate, or 
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perhaps in the way that the Pennsylvania tax law required 
them to estimate it. 

Q. In other words, yon believed that exhibits numbered 
168 and 169 should have been weighed and considered? 
A. Should have been given some consideration, yes. 

Q. Were Exhibits 168 and 169 submitted to Hutchinson, 
Lee, Fisk and Hopkins for the purpose of making their 
affidavits? A. I doubt it very much. I don’t think it was 
necessary to submit them to any of them. 

Q. In other words, you decided that for them. A. 
That they shouldn’t be submitted? 

Q. Yes. A. I suppose I did. I can’t say that Hut¬ 
chinson’s and [7509] Fisk’s lawyer may not have been 
shown this, but all I am saying is that as I recall this was 
not included among the exhibits finally submitted to them. 

Q. By whom would exhibits 168 and 169 be shown to 
Fisk’s lawyer and Hutchinson? A. By myself or Mr. 
Eichhorn or Mr. Chase. 

Q. Bo you recall showing these two exhibits to those 
people? A. I don’t recall whether or not I did. 

I showed those two parties a considerable volume of 
evidence, and I have no record of the total amount of it. 
I do have a record of the more important items of evidence 
which I have showed them in the end, and included in the 
participation which was made up for their final considera¬ 
tion. 

Q. Bo you recall whether Mr. Eichhorn and Mr. Chase 
showed Mr. Cole and Mr. Hutchinson exhibits numbered 
168 and 169 for identification for their consideration? A. 
No, I don’t recall whether they did or not. 

Q. Mr. Gunn, didn’t representatives of McCall Ferry 
make the same representations to the State auditor general 
of Pennsylvania for the years 1907, 1908, 1909, as they did 
in the years 1905 and 1906, as reflected in exhibits num¬ 
bered 168 and 169? A. I don’t know. I don’t recall. 
They may have. 
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[7510] By Mr. Hall: 

Q. Mr. Gunn, notwithstanding the report of the officers 
of McCall Ferry, you know, do you not, that the Auditor 
General and the Treasurer for the State of Pennsylvania 
nevertheless placed a value of one million dollars on the 
total preferred and common stock? A. I can’t say that 
I recall that. 

Q. Do you recall whether or not the company took aD 
appeal to the Courts? A. I recall that there was some 
tax litigation, but I don’t recall the details. 

Q. Don’t you recall that the Court involved was the 
Court of Common Pleas of Dauphin County? 


[7511] The Witness: I imagine that is where the litigation 
would have been taken but I don’t specifically recall it. 

By Mr. Hall : 

Q. What valuation finally was established as a result 
of the appeal to the Court? A. I don’t recall. 

Q. Would it help you if I said the valuation was re¬ 
duced to $20,000? A. If that is the fact I will accept it. 
It doesn’t help my recollection any, though. 

• • • 


[7513] By Mr. Hall: 

Q. Mr. Gunn, will you assume that twenty thousand 
dollars is to be spread equally over 4,116,500 dollars par 
value preferred and five million par value of common stock 
outstanding? What total does that give you per share? 
A. Let me see if I understand your question. 

You are asking me to assume that 4,116,000 par value 
of stock, plus five million dollars common stock is to be 
divided into $20,000. Is that your question? And how much 
that will be per share as a result of that arithmetical opera¬ 
tion? 

Q. That is right. A. What was it? 
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Q. 21 cents. A. It appears that if the total par value 
of McCall Ferry stock, both common and preferred, which 

is 9,116,000 dollars, is divided into- 

Q. Number of shares represented by the par value? 
A. —twenty thousand dollars, then the results of that divi¬ 
sion would be 21 cents. 

Q. Per share. A. Yes, 21 cents per share. I don’t 
know what significance it would have, however. 

Q. And if we were to assign to the preferred stock 
two times the amount we assigned to the common it would 
mean [7514] fourteen cents per share for the preferred and 
seven cents per share for the common. Right? A. Yes, 
I believe that that would be the result of allocating the 21 
cents previously derived on the basis you have just stated. 

• • • 

Trial Examiner: Counsel is proceeding on the 
basis of an assumption. There is nothing to indicate 
the Court found it was twenty thousand dollars. 

• • • 

[7517] Mr. Hall : Just one moment, Mr. Examiner, please. 

Mr. Examiner, we have a letter dated June 10, 
1907, copied from McCall Ferry Power Company file 
No. 13, signed by Olmstead and Stamm, to Messrs. 
Simpson, Thacher and Bartlett, and it appears that 
Olmstead and Stamm are lawyers located at 5 North 
Third Street, Harrisburg, Pennsylvania. 

[7518] In that letter they refer to the appeal in the Court 
of Common Pleas of Dauphin County, and in referring 
to the verdict they state, “You will note that the tax 
of $100 is equal to five mills upon a valuation of 
$20,000 which is what we referred to in our letter of 
April 17.” 

Trial Examiner: That is all you know about the 

$ 20 , 000 ? 

Mr. Hall: The total judgment was paid in the 
amount of $105, $100 represented the tax, and in that 
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letter the tax of $100 is stated as equal to five mills 
upon a valuation of $20,000. 

• • • 

[7519] By Mr. Hall: 

Q. All of these valuations that we have just been con¬ 
sidering, Mr. Gunn, were after the date of the transaction 
to which your cash values are related. Right? 

Mr. King: I object to that because we have not 
established the valuations yet, sir. 

• • • 

By Mr. Hall: 

Q. Will you refer specifically to Exhibits 168 and 169, 
Mr. Gunn? Those were the ones I had in mind. A. 
Those exhibits seem to me to show a lack of valuation. As 
a matter of fact, the last paragraph in each one of them 
said they couldn’t estimate a value at that time. Then we 
later talked about a million dollars and now we are [7520] 
down talking about $20,000. 

• • • 

Q. Mr. Gunn, were not the representations contained 
in Exhibits Numbers 168 and 169 for Identification made 
subsequent to the date of transaction to which your cash 
values relate? 

• • • 

The Witness: Yes, sir, I believe that is right. 

By Mr. Hall: 

Q. Did Mr. Hutchinson ever purchase any of the Mc¬ 
Call Ferry stock at his valuations? A. Yes, I think I 
would assume he purchased 18,840 shares at that valua¬ 
tion. 

Q. For cash? A. No, not for cash but for things 
having a cash value. 

[7521] Q. Did Mr. Hutchinson ever purchase any of Mc¬ 
Call Ferry’s stock for cash at any valuation? A. I don’t 
know whether or not he did. 
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Q. Did he ever sell any of his stock for cash at any 
price? A. I don’t know whether or not he did. I do 
know he gave some of it in lieu of cash. Whether that 
constitutes a sale for cash I don’t know. 

Q. You have previously testified that Mr. O’Connor 
participated in the determination of the cash value of the 
securities. Is Mr. O’Connor still alive? A. Mr. O’Con¬ 
nor is dead. 

Q. When did he die? A. In July of 1944. 

Q. What was his official capacity with Penn Water at 
the time of his death? A. He was Vice President and 
Secretary or Treasurer, I believe Secretary. 

Q. When did Mr. O’Connor first become an officer of 
Penn Water and Power Company? A. I don’t recall 
but I believe it was prior to 1930. I don’t remember that 
date. It can be ascertained. 

Q. What stock did Pennsylvania Water and Power 
Company buy since February 9, 1932, other than govern¬ 
ment bonds and the Safe Harbor stock? 

i • t 

[7522] The Witness: I haven’t the least idea. I have no 
knowledge of the company’s investment portfolio, either 
as to what they bought or what they sold. 

By Mr. Hall: 

Q. Haven’t you previously testified, Mr. Gunn, that 
Mr. O’Connor had experiences in making investments for 
Penn Water? A. That is my understanding. 

Q. But you don’t know what those investments were, 
right? A. No. 

Q. My information is that Mr. O’Connor was elected 
Assistant Treasurer as of February 19, 1932, and was 
elected Treasurer as of December, 1933. Will you verify 
that? 

• • • 

The Witness : Yes, those two dates are correct. 
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[7523] By Mr. Hall: 

Q. Mr. Gunn, did Hutchinson and Morison employ any 
assistants to aid them in their investigation of the hydro¬ 
electric possibilities on the Susquehanna River during the 
period from 1901 to 1905? 

• • • 

The Witness: Yes, it is obvious that in order to make 
the engineering investigation that Hutchinson and Morison 
did they would have had to hire engineering assistants and 
surveyors as well, and probably also personnel to assist 
on the stream gauging and the calibration of river sections 
[7524] in connection with stream gauging. 

I think it is also clear from the record that during 
that period of time Hutchinson had retained Lorenzo 
Semple as a lawyer to assist him and advise him on the 
matter, and I believe that counsel by the name of John G. 
Johnson, in Philadelphia, had been frequently consulted 
during that period. 

By Mr. Hall: 

Q. Semple and Johnson were legal assistants? A. 
Legal advisers or assistants, yes. 

Q. All right. A. As I recall, I believe it was dur¬ 
ing that period that Thomas Newhall, consulting engineer 
in Philadelphia, I believe, had assisted Hutchinson. Those 
are the ones of which I know. There may very well have 
been numerous others. 

Q. What assistance did Newhall render? A. I be¬ 
lieve Hutchinson told me that Newhall assisted him in his 
early negotiations with Pennsylvania Railroad in connec¬ 
tion with the prospective relocation of Pennsylvania Rail¬ 
road’s tracks in connection with Hutchinson’s contemplated 
development of McCall Ferry. 

Mr. King : What was the period of time covered by 

your prior question? 


Mr. Hall: 1901 to 1905. 
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Mb. King: I think the record shows Morison died 
before [7525] 1905. That is the reason I asked you 
the question. I think he died in 1903. 

Mb. Haul: That is probably true. 

Mb. King: I just wanted to keep the record 
straight. 

Mb. Hall: So a part of the time it would be only 
Hutchinson. 

Mb. King: Yes. 

The Witness: Then Hutchinson, I believe, had another 
assistant, or other assistants, it being William Barclay 
Parsons, because Parsons rendered a report in January 
of 1905, and it is obvious, in order to have made that re¬ 
port which he did on that date, it would have been neces¬ 
sary for him and numerous assistants of his to have done 
considerable work preparatory to the final report. 

By Mb. Haul: 

Q. Were Newhall and Parsons engineers? A. Par¬ 
sons certainly was. As I recall it, Newhall was, also. 

Q. What other engineering assistants did Mr. Hutchin¬ 
son have during the period I have indicated, or Mr. 
Morison or both? A. Boyd Ehle, and an engineer by 
the name of Anderson. 

Q. Is this Boyd Ehle that you referred to the same 
one Hutchinson appointed as resident engineer on McCall 
Ferry? A. Yes, sir. Those are the only ones I have 
been able [7526] to find the names of. I don’t think it 
necessarily should be assumed that that is all of the assist¬ 
ance that Hutchinson had. Of course, I guess he had as¬ 
sistance from his father-in-law, Dimock. 

Q. Did Boyd Ehle render assistance to Hutchinson in 
connection with his investigation of the hydroelectric pos¬ 
sibilities on the Susquehanna River during the period 1901 
to 1905? A. Yes. 
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Mr. Hall : Mr. Examiner, may we have marked 
for identification as Exhibit No. 170, a letter dated 
January 19, 1906, written by Cary T. Hutchinson to 
Boyd Ehle, Esquire, McCall Ferry, Pennsylvania? 

Trial Examiner: The document described may be 
marked Exhibit 170 for Identification. 

(Thereupon the document referred to was marked 
Exhibit 170 for Identification.) 

By Mr. Hall: 

Q. Mr. Gunn, I show you the letter which has been 
marked as Exhibit 170 for identification written by Mr. 
Hutchinson to Boyd Ehle. Have you seen that letter be¬ 
fore? A. Yes, sir, I believe I have. 

Q. Is that the same Boyd Ehle that you referred to a 
few minutes ago? A. Yes, sir. 

[7527] Q. Doesn’t it appear from this letter that as late 
as January 19, 1906, which is a date subsequent to the 
June 1905 transaction which gave rise to the issuance of 
the securities, that Mr. Hutchinson was expressing the 
opinion that the stock of McCall Ferry was not worth any¬ 
thing? A. No, that is not the interpretation I would 
put on that letter. I would put the reverse interpretation 
on it. The first sentence in the letter reads as follows: 

“I am enclosing form of stock deposit agreement 
for 100 shares of the common stock of this company, 
which I am putting in your name to give you an addi¬ 
tional interest in the company.” 

If he thought the stock was worthless I don’t see how 
he expected it to create an additional interest in the com¬ 
pany. 

I notice the last sentence in the letter reads as follows: 

“Will you explain this to Anderson,”—the de¬ 
tails of how the stock was being transferred to him— 
“and tell him that I hope the stock, before long, will 
be worth something.” 
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I take that as simply a statement that he hopes in time 
it will have a substantial value. 

Q. He says worth something, doesn’t he? A. Yes, 
and also giving it to him for the purpose of its being worth 
something. If it was worth nothing I don’t see how it 
would have been any incentive. 

[7528] Q. Don’t you think that you should read the phrase 
“Give you an additional interest in the company” in the 
light of “I hope the stock before long will be worth some¬ 
thing”? A. No, I don’t read it that way at all. I 
simply read the last sentence in the letter to mean that 
before long it may be freely traded and have a substantial 
exchange value in the market. 

Q. And “worth something” means to you substantial 
exchange value. Is that it? A. That was my interpre¬ 
tation of it. 

Q. Did you use Exhibit Number 170 for identification 
in reaching your conclusions as to cash value of the stock 
of McCall Ferry? A. I didn’t consider it particularly 
important from that point of view. I may have given it 
some consideration. I considered it of most importance 
as a bit of evidence indicating where a part of the stock 
went which Mr. Hutchinson said he had given in satisfac¬ 
tion of obligations he had created in developing the enter¬ 
prise to the point where it was turned over to McCall 
Ferry Power Company. That was the principal use I made 
of Exhibit 170. 

Q. Did you show this letter to Mr. Hutchinson at any 
time? A. I believe I did. 

[7529] Q. When did you first show it to Mr. Hutchinson? 
A. I don’t recall the time but I believe I showed it to Mr. 
Hutchinson during the conferences in Baltimore shortly 
after I first approached him in connection with assisting 
the company in establishing the history of McCall Ferry 
Power Company. 

Q. It is a fact, isn’t it, that this letter is not included 
in the participation which you submitted to Hutchinson 
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for his consideration? A. I don’t recall whether it is 
or not. That very well may be true. 

Q. Would you check whatever records you have, Mr. 
Gunn, to ascertain whether or not you actually did submit 
this letter, Exhibit 170 for identification, to Mr. Hutchin¬ 
son for his consideration? A. I have no records on 
that other than remembering myself or Mr. Chase or Mr. 
Eichhorn. 

Q. Were you discussing cash value of the stock with 
Mr. Hutchinson when you showed him the letter? A. 
No, I think I was trying to find out if he recollected that 
these shares of stock referred to in this letter came from 
his 18,840 shares, or whether they might have come from 
some other block of the common stock of McCall Ferry 
Power Company. 

Q. Did he recollect that in January of 1906 he had 
[7530] hoped the stock would be worth something before 
long? A. I don’t believe I discussed that question with 
him at that time. He did recollect, when he saw this letter, 
that he had given those shares to Ehle and Anderson, and 
he told me they were given to Ehle and Anderson as part 
compensation for the work that they had done for him 
prior to the time the property was turned over to McCall 
Ferry Power Company. 

Q. What do you mean by “part compensation,” Mr. 
Gunn? A. I understood from him he also paid them 
some cash. 

Q. Cash as a salary? A. Yes, surely. 

Q. All along? A. That is my understanding of it. 
I am pretty sure the individual didn’t work for him free. 

Q. Who is this Mr. Anderson referred to in Exhibit 
170 for identification in the next to the last line? A. The 
same Mr. Anderson, I take it, that is referred to in the 
fourth line. 

Q. Who was this Mr. Anderson? A. An engineer 
that assisted Ehle and Hutchinson in their investigation 
of the river. I think both Mr. Ehle and Mr. Anderson 
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were subsequently connected with McCall Ferry Power 
Company in association with Hutchinson. 

Q. Isn’t it a fact that when Mr. Hutchinson wrote this 
[7531] letter of January 9, 1906, that he had no reason to 
be other than perfectly frank and honest about its worth? 
A. I think that is quite true. 

• • • 

By Me. Hall: 

Q. Mr. Gunn, who was James H. Harlow? A. He 
was a hydro-electric engineer, or a hydraulic engineer, who 
in the middle 1890’s began investigating the possibilities 
of power generation from the Susquehanna River and be¬ 
gan acquiring properties, as I understand it, on his own 
behalf and on behalf of other people interested in the de¬ 
velopment of the river. 

Q. Was Mr. Harlow familiar with the conditions and 
land values along the Susquehanna River? A. Yes, I 
would assume that he was. 

Q. Had he attempted to secure financing for his project 
prior to 1907? A. It is my understanding that he had, 
he and people associated with him. 

Q. What experience had he had with other hydro¬ 
electric [7532] projects? A. Other than his experience 
on the Susquehanna River? 

Q. Yes. A. I really don’t know. At least I don’t 
recall. I did have some idea at one time but I don’t recall 
now. 

• • • 

By Mb. Hall : 

Q. Did you consider Mr. Harlow’s opinions of the 
cash value of the McCall Ferry stock? A. That was 
one of the evidences of the value of that stock that I con¬ 
sidered. 

Q. Did you think that because Harlow was testifying 
as a witness for those whose interest you say lay in placing 
a low value on McCall Ferry securities that he, while so 
testifying under oath, would not have told the truth? A. 
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No, I don’t think that wpuld have been the result. I do 
think this would have been the effect, however: In express¬ 
ing judgment on a matter of that sort I should think that 
there would always be a leeway in a person’s judgment 
since he doesn’t know precisely what the answer is, [7533] 
and that there would be a tendency for him to state the 
value on the low side. 

Q. He was under oath, wasn’t he? A. Yes, I think 
so, but he didn’t state his value in limits. He stated them 
in a precise figure. 

Q. Part 21 of Exhibit 27 shows that Mr. Harlow was 
stating what he thought the stock was worth. Do you con¬ 
sider that this expression of value is synonymous with cash 
value at the time of the transaction? A. Which page 
does that occur on, Mr. Hall? 

Q. 182. 

• • • 

The Witness: I think it is synonymous with Harlow’s 
opinion of the cash value. However, it appears to me from 
the whole tone of the cross-examination that Harlow may 
have been at that point, it would appear he was, expressing 
offhand opinions. 

Trial Examinee : Is that cross-examination or di¬ 
rect so far as you know? 

The Witness: I suppose it is cross-examination, al¬ 
though I am not sure. 

Mr. King: That is correct. The document indi¬ 
cates that it is direct examination because, on page 
182 Mr. Williams, whom I assume to be one of the 
lawyers on the other side, says “Don’t cross-examine.” 

[7534] By Mr. Hall: 

Q. Will you verify whether it was direct or cross, 
Mr. Gunn? A. Yes, sir. I think that can be done. 

Trial Examiner: Do you know the nature of that 
proceeding? 
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The Witness: Yes, sir, condemnation proceeding in 
which the interests represented by Mr. Harlow were at¬ 
tempting to condemn the property of McCall Ferry Power 
Company which lay below the McCall Ferry site. It was 
because of the fact that the proceeding was of that nature 
that it indicated to me Harlow, representing the buyer, was 
not overstating the value of the securities, if I may put it 
that way. 

Trial Examinee : He was representing whom? 

The Witness : He was representing the interests which 
were attempting to condemn and take the property of Mc¬ 
Call Ferry Power Company below the McCall Ferry de¬ 
velopment. 

Trial Examiner: Is that the Susquehanna Power 
Company which was attempting to condemn the prop¬ 
erty of McCall Ferry Power Company? 

The Witness : I believe that was the company. There 
were two companies below that. Yes, I am sure it was the 
Susquehanna Power Company. 

Mr. King: It states that, Mr. Examiner, on the 
title page preceding page 182 of Exhibit 27. 

[7535] The Witness: Yes, sir. It was the Susquehanna 
Power Company. 

Mr. King: It gives the title of the case. 

Trial Examiner: Why are the Proprietors of the 
Susquehanna Canal involved? 

The Witness: That was the name of the company 
which had developed the Susquehanna Canal in Maryland, 
and the corporate name in which I suppose the canal rights 
then stood. 

Trial Examiner : In what state is Cecil County, 
Pennsylvania or Maryland? 

The Witness: Maryland. 
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Trial Examiner: Is that a reported case? 

The Witness: Yes, sir. 

Trial Examiner: Do you have the citations? 

Mr. Goldberg : The Examiner does not mean 
whether there was a transcript. He wants to know 
■whether there is a written opinion reported in some 
official report. 

The Witness: Oh, there was no opinion because the 
case was compromised before it ever came—I believe there 
may have been an opinion and a request for an appeal, and 
then while the appeal was pending I believe the case was 
compromised, and ultimately led to the agreement in which 
McCall Ferry Power Company, Susquehanna Power Com¬ 
pany, and the company in which the Welch group was in¬ 
terested pooled their [7536] interests in a lower develop¬ 
ment, and taking their interest on the ratio of the head of 
the river that each one controlled. 

Trial Examiner: This was before the Harlow in¬ 
terests and the Hutchinson interests had compromised, 
wasn’t it? 

The Witness: No, this was a second one. The first 
time they got into trouble was in 1902 and 1903. That 
trouble related to the fact that Harlow owned this canal in 
Pennsylvania which passed up the west shore of Susque¬ 
hanna River through the location where Hutchinson wanted 
to construct his projects. 

If you will refer to Exhibit 26, Mr. Examiner, and to 
the map which is on the back of that exhibit, and to the west 
side of the river which is towards the bottom of the page, 
you will see there a dotted line which is colored green, 
which parallels the west shore of the river. 

You will also note, just below Muddy Run which flows 
into the river from the East, just upstream from Muddy 
Run, you will notice a sketch there which is entitled ‘‘Mc¬ 
Call Company or Holtwood dam.” 
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The difficulty in 1902 and 1903 between Hutchinson and 
Harlow-McGaw arose over the canal rights which lay up¬ 
stream from the site of the McCall Ferry project, and the 
compromise which took place in 1902 or 1903 related to, 
and gave, Hutchinson the right to flood the canal to such 
extent as it would be necessary to flood it by reason of the 
construction of his contemplated project at Holtwood. 

[7537] That left in Harlow-McGaw’s control all of the 
canal south of the McCall Ferry-Holtwood site and north 
of the backwater from a dam to be constructed there by 
Hutchinson. 

Then when Harvey Fisk and Sons took control of the 
project- 

Trial Examiner : Is this all in Exhibit 26 ? 

The Witness: Yes, sir, it is all there, but you won’t 
find it all there in a single place. Exhibit 26 is set up pri¬ 
marily to show the development of McCall project. 

I am now explaining the relationship of Harlow-McGaw 
which makes it necessary for me to collect together the 
bits that are included in Exhibit 27. 

Trial Examiner : All right. 

The Witness: Will you read the last sentence again! 

(Sentence read.) 

The Witness: —Harlow-McGaw interest approached 
Harvey Fisk’s interests and sold to Harvey Fisk in its en¬ 
tirety all of Harlow-McGaw’s holdings on the Susquehanna 
River from Wrightsville, Pennsylvania, which was the up¬ 
stream terminus of the canal, to Havre de Grace, Maryland, 
which was the downstream terminus of the canal. 

The section of that canal which is noted as Susquehanna 
and Tidewater Canal is the name for the canal which ex¬ 
tends from Wrightsville to Havre de Grace, and the Pro¬ 
prietors of Susquehanna Canal lies in Maryland on the 
East shore [7538] of the Susquehanna River beginning at 
a point just north of the tract of land noted as Sell Farm, 
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and at a point designated as Ark Haven, and extends down¬ 
stream to a point noted as Tidewater, which is just north 
of Rock Run. 

Trial Examiner: The condemnation proceeding in 
which Harlow-McGaw was testifying when he gave this 
testimony to which we have previously referred was 
the condemnation proceeding by which Susquehanna 
Power Company sought to obtain from McCall Ferry 
Power Company the rights owned by the Proprietors 
of Susquehanna Canal. Harlow was then interested in 
the Susquehanna Power Company. 

The Witness: Yes, he was then interested in the Sus¬ 
quehanna Power Company. 

Now, the thing which made Harlow’s testimony in that 
proceeding relating to McCall Ferry bonds and common 
stock pertinent was the fact that he had previously sold 
these canal rights to Harvey Fisk and Sons, and accepted 
in exchange $200,000 cash, $250,000 par value of McCall 
bonds and I believe $100,000 par value of McCall common 
stock. 

Trial Examiner: How did Harvey Fisk hold that 
—through McCall Ferry Power Company? 

No, it would still be held by Proprietors of Susque¬ 
hanna Canal. 

The Witness: It would be held through the ownership 
of a stock of Proprietors of Susquehanna Canal as I under¬ 
stand it. It was then in the possession of McCall Ferry 
Power Company. 

[7539] Harvey Fisk and Sons didn’t keep ownership to any 
of the lands or water power rights which they obtained from 
Harlow-McGaw in their early 1905 transaction, but con¬ 
veyed all of that to McCall Ferry Power Company through 
the Susquehanna Contracting Company transaction. 

Trial Examiner : Is the Susquehanna Power Com¬ 
pany featured at all in your Exhibit 26? 
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The Witness: Only to a limited extent to show the 
relationship between that development and the development 
of McCall Ferry Power Company as to the competition be¬ 
tween them and as to the compromise of this attempt to 
condemn their canal property on the part of Susquehanna 
Power Company. 

Susquehanna Power Company finally became the com¬ 
pany which developed the Conowingo project, which is 
shown as a black line across the river just south of Amos 
Island, and labeled “Conowingo Dam”, on the map which 
is a part of Exhibit 26. 

Trial Examiner: Very well. 

By Mr. Hall: 

Q. Mr. Gunn, isn’t it a fact that in connection with Mr. 
Harlow’s testimony there was a verdict which was appealed 
from, but while the case was pending the case was settled? 
A. That is my recollection. 

Q. As you have already testified or indicated, you 
merely submitted excerpts of Mr. Harlow’s testimony and 
included them in Part 21 of Exhibit 27 ? [7540] A. Yes, 
sir. 

Mr. Harlow’s testimony in that case as I recall it was 
very voluminous, and there was only a small part of it 
which related to his opinion as to the value of these securi¬ 
ties. 

Q. But that is not all of the testimony included in 
Part 21 of Exhibit 27, all of the testimony related to Mc¬ 
Call Ferry Securities? A. No, I don’t think that is all 
of it. That is the particular part of his testimony which 
contains the sense of his testimony as it relates to the 
valuation of the securities. 

Mr. King: May I have the last question and an¬ 
swer, please ? 

(Question and answer read.) 

Mr. King: I am a little confused by the question 

and answer the reporter just read. Did you mean 
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there any testimony contained on pages 182,183 of Ex¬ 
hibit 27 which do not relate to the stock value? 

Mr. Hall : No. I meant to ask whether or not this 
was all of Mr. Harlow’s testimony in that proceeding. 

Mr. King : All right. 

The Witness: No, sir, it was not. 

By Mb. Hall : 

Q. And it is not all of Mr. Harlow’s testimony bearing 
[7541] on the question of the cash value of the securities. 
Isn’t that so? A. Yes, I think that is right. This par¬ 
ticular part that is included, this particular part of Mr. 
Harlow’s testimony which is included, as Part 21 of Exhibit 
27 is the part of his testimony which contains the sense of 
what he said in that case relating to the valuation of those 
securities. 

Q. Do you know whether or not that testimony which 
is included in Part 21 took place on January 28,1907? 


The Witness: I cannot state positively but I believe 
that is the date on which the testimony was taken. 

Mr. Hall : Mr. Examiner, may we have marked for 
identification as Exhibit 171, excerpt from the testi¬ 
mony of J. H. Harlow. This excerpt is taken from 
page 99 of the transcript, and the transcript is con¬ 
tained in the company’s general file No. 40-B. 

Trial Examiner : Is this in the same proceeding as 
Part 21 of Exhibit 27 ? 

• • • 

Mr. Hall: Yes, sir. 

• • • 

[7542] (Thereupon the document referred to was marked 
Exhibit No. 171 for Identification.) 
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By Mr. Hall: 

Q. Have you read that exhibit, Mr. Gunn? A. Yes, 
sir. 

Q. Do you recognize this testimony of Mr. Harlow? 
A. I don’t recognize it, but if you found it in our files it is 
all right. 

Q. Isn’t it part of the same testimony of which Part 21 
of Exhibit 27 is a part? A. It appears to me to be a con¬ 
tinuation of that line of testimony, with this limitation: 
It appears that the testimony in Part 21 of Exhibit 27 is 
probably direct testimony, and the testimony in Exhibit 171 
gives me the impression, at least, it is probably cross- 
examination on the same [7543] subject. 

Mr. King : May I point out to you, Mr. Examiner, 
that pages 182 and 183 of Exhibit 27 bear up in the 
right-hand corner pages 11 and 12, and exhibit for 
identification No. 171 bears page 99. 

By Mr. Hall: 

Q. Did you get your impression that Exhibit 171 covers 
cross-examination because of the fact that Willis and Homer 
represented McCall Ferry Power Company? A. No, 
just from the tone of the question. 

• * • 

[7544] Mr. Hall: Mr. Ex:aminer, may we have marked 
for identification as Exhibit Number 172 an additional 
extract from the testimony of Mr. Harlow in the same 
proceeding? This extract was taken from pages 39 
and 40 of Mr. Harlow’s testimony. 

• • • 

(The document referred to was marked for iden¬ 
tification as Exhibit Number 172.) 

• • • 

[7547] By Mr. Hall: 

Q. In trying to ascertain the cash value of the stock, 
and to understand the method followed in issuing it, did 
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you consider the laws of Pennsylvania as they existed in 
1905 with reference to the issuance of bonds? Did you con¬ 
sider that? 

• • • 

[7548] The Witness: No, I don’t think I specifically con¬ 
sidered that law of Pennsylvania. In arriving at a con¬ 
clusion as to the value of securities, as I said before, they 
were discussed with counsel and counsel were probably 
guided in their opinions as to the laws of Pennsylvania. 

By Mr. Hall: 

Q. Did you consider Part 4 of Exhibit 27 ? A. Yes, I 
considered it for some things but I don’t recall having con¬ 
sidered it from the point of view of the Pennsylvania law 
in the issuance of securities. 

Q. Did you consider what Johnson was saying about 
the requirements of the law in connection with the issuance 
of bonds? A. No, I can’t say that I particularly did. 
The principal use I made of the Exhibit, of Part 4 of Ex¬ 
hibit 27, was the description of the plan which was pro¬ 
posed to Johnson and which I understood to be Hutchin¬ 
son’s original plan. 

• • • 

[7550] By Mr. Hall : 

Q. Mr. Gunn, have you included any amount in your 
original cost determination as compensation for services 
alleged to have been rendered to the McCall Perry Power 
Company by Harvey Fisk and Sons? A. May I have the 
question? 

(Question read.) 

The Witness: Yes, sir. 

By Mr. Hall: 

Q. How much? A. $199,570.31. 

Q. How did you arrive at that particular amount? 
A. The derivation of that amount is shown at the bottom 
of page 53 in Exhibit 26. 
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Do yon want an explanation of what appears on that 
page? 

Q. Yes. A. Mr. Pliny Fisk, or his firm, rather, re¬ 
ceived as their total compensation 1,875 shares of preferred 
stock which has been valued for the purpose of the original 
cost determination at $50 a share, and making an amount 
of $93,750. 

He received, also, 17,537% shares of common stock 
which has been valued at $25 per share, making an amount 
of $438,437.50. 

The sum of those two amounts is $532,187.50. 

In Mr. Fisk’s affidavit and correspondence, which is 
[7551] Part 9 of Exhibit 27, Mr. Fisk has stated it as his 
opinion that the total compensation his firm received should 
be allocated three-eights to management services and five- 
eighths to banking service. Three-eighths of $532,187.50 
amounts to $199,570.31, which is the amount included in the 
original cost claim for the management services of the firm 
of Harvey Fisk and Sons. 

Q. Did you include anything for the banking services 
of Harvey Fisk and Sons? A. Not directly, but that 
does come in indirectly. 

Q. Are you saying that Harvey Fisk and Sons ren¬ 
dered to McCall Ferry management and banking services? 
A. Yes, sir. 

Q. How was Harvey Fisk and Sons paid for their serv¬ 
ices? A. Through the issuance to them of 1,875 shares 
of preferred stock and 17,537% shares of common stock, 
both being stocks of McCall Ferry Power Company. 

• • • 

[7552] By Mb. Hall: 

Q. Did Harvey Fisk and Sons receive any specific 
amount of stock for banking services as distinguished from 
management services? A. No, sir. 

Q. Will you describe the management services per¬ 
formed by Harvey Fisk and Company for McCall Ferry? 
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you consider the laws of Pennsylvania as they existed in 
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sider that? 
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Do you want an explanation of what appears on that 
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stock which has been valued for the purpose of the original 
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which has been valued at $25 per share, making an amount 
of $438,437.50. 

The sum of those two amounts is $532,187.50. 

In Mr. Fisk’s affidavit and correspondence, which is 
[7551] Part 9 of Exhibit 27, Mr. Fisk has stated it as his 
opinion that the total compensation his firm received should 
be allocated three-eights to management services and five- 
eighths to banking service. Three-eighths of $532,187.50 
amounts to $199,570.31, which is the amount included in the 
original cost claim for the management services of the firm 
of Harvey Fisk and Sons. 

Q. Did you include anything for the banking services 
of Harvey Fisk and Sons? A. Not directly, but that 
does come in indirectly. 

Q. Are you saying that Harvey Fisk and Sons ren¬ 
dered to McCall Ferry management and banking services? 
A. Yes, sir. 

Q. How was Harvey Fisk and Sons paid for their serv¬ 
ices? A. Through the issuance to them of 1,875 shares 
of preferred stock and 17,537% shares of common stock, 
both being stocks of McCall Ferry Power Company. 

• • • 

[7552] By Mr. Hall: 

Q. Did Harvey Fisk and Sons receive any specific 
amount of stock for banking services as distinguished from 
management services? A. No, sir. 

Q. Will you describe the management services per¬ 
formed by Harvey Fisk and Company for McCall Ferry? 
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A. The records of Harvey Fisk and Sons were never found, 
and the only knowledge I have of the management services 
rendered by Harvey Fisk and Sons are those described by 
Mr. Fisk in the various parts of Part 9 of Exhibit 27. 

Q. Over what period of time did the Fisk firm perform 
services? A. From the time they entered the picture in 
March, 1905, until the McCall Ferry Power encountered 
financial difficulty. Just what date during that later pe¬ 
riod their services could be said to be terminated I don’t 
know, but perhaps with the receivership or with the appoint¬ 
ment of the receiver. 

Q. I take it you are now referring to management serv¬ 
ices? A. Yes, sir. Wasn’t that your question?* 

Q. I think I left out the word “management”, but I in¬ 
tended to have had it in my question. A. Yes, sir, I took 
it that you did. 

[7553] Q. What management services did Harvey Fisk and 
Sons render at the time they came in as bankers in March 
of 1905? A. It is my understanding that they took over 
the management at that time in the sense that they com¬ 
pleted the formation of the company, they purchased Har- 
low-McGaw’s property, and arranged for the organization 
of the company and the selection of experts and other serv¬ 
ices of that sort. At least that is my understanding of it. 

Q. Through whom were the management services ren¬ 
dered? A. William M. Bamum. 

Q. All of them that you have been talking about? 
A. Well, at least in this sense: Mr. Fisk says that he turned 
over, says in Part 9 of Exhibit 27, that he turned over the 
principal functions of the management of the McCall Ferry 
enterprise to Mr. Bamum, and in giving you that answer 
I was relying upon that statement of Mr. Fisk’s. 

Of course, the legal services that were rendered were 
rendered by Simpson, Thacher and Bartlett, which I under¬ 
stand was the law firm selected by Fisk to replace the law 
firm which previously had handled Hutchinson’s and Mc¬ 
Call Ferry Power Company’s attempt to develop power 
on the river. 
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Q. What were Mr. Barnum’s duties with respect to the 
management of the McCall Ferry Power Company! A. 
I don’t know what his duties were any more particularly 
than they are stated by Mr. Fisk in Part 9 of Exhibit [7554] 
27. He was a member of the board of directors, he was a 
member of the executive committee, I believe, and he was 
a member of the voting trust committee, I believe. I don’t 
recall whether those functions are stated in Part 9 of Ex¬ 
hibit 27 or not, but in any event he did serve in those 
capacities. 

Q. When Mr. Fisk says that Barnum rendered man¬ 
agement services does he say that he rendered them in the 
capacities you have just referred to? A. I don’t recall 
just how he stated it. Do you wish me to check it. 

Q. If you will just glance down the page! 

The Witness: May I have the question, please! 

(Question read.) 

The Witness: No, in glancing at Mr. Fisk’s statement 
I don’t see that he enumerated those capacities. However, 
it is evident from McCall Ferry Power Company’s records, 
and from Exhibit 26, and parts of 27 which support Exhibit 
26, that Mr. Barnum held the three positions that I have 
spoken of, and I recall now that there was one other that I 
forgot to mention. He was Chairman of the bondholders 
committee when the project got into financial difficulties. 
I don’t believe I previously mentioned that. 

None of those capacities are enumerated as such in 
Mr. Fisk’s statement, but they are clearly evident from all 
[7555] of the remainder of McCall Ferry’s records. 

Q. Was the Chairman of the bondholders committee a 
management function! A. I don’t know what you would 
call it. Perhaps if it wasn’t management it was what 
Fisk considered was necessary to discharge his obligation 
to the people who had bought bonds through his house. It 
is my understanding he considered such things as that an 
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obligation. Whether yon would call it management of Mc¬ 
Call Ferry Power Company, I really don’t know. 

Q. Are those services covered in the cash value deter¬ 
mined by Mr. Fisk? A. What do you mean by “Those 
services”? 

Q. Chairmanship of the bondholders committee. 
A. As I recall it, the bondholders committee received spe¬ 
cific compensation, or at least a certain amount of specific 
compensation. Whether that is to be looked upon as total 
or not I really don’t know. I don’t recall what the amount 
of the compensation was that they received for acting as a 
bondholders committee. 


• • • 

[7569] By Mr. Hall: 

Q. Mr. Gunn, did Pliny Fisk, Sr., show you any rec¬ 
ords or memoranda to substantiate his claim that Harvey 
Fisk and Sons rendered management services to McCall 
Ferry? A. No, sir, he showed me no memoranda. As 
a matter of fact, he didn’t have an opportunity to, because, 
as I said, my connections with Fisk were carried on entirely 
through his lawyer. The only evidence I had directly from 
Fisk on that was Mr. Fisk’s statement made to me on the 
occasion of my meeting with him. 

Q. As a matter of fact, since the Fisk firm records 
were destroyed some time prior to your contact with him 
he would not have been in a position to show you any rec¬ 
ords. Isn’t that so? A. That is correct. He wouldn’t 
have had any firm records, at least, to show me. 

Q. Did you show Pliny Fisk any records or memo¬ 
randa to support the claim for management services? 
[7570] A. You mean by that did I personally and directly 
show them to him? 

Q. Yes. A. No, sir. 

Q. Did Mr. Cole, Pliny Fisk, Jr., or anybody else act¬ 
ing in behalf of Mr. Fisk, show you any records or memo- 
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randa to substantiate the claim that Harvey Fisk and Sons 
rendered management services? 

• • • 

The Witness: I don’t recall they showed me anything 
other than what I had already seem 

By Mr. Hall: 

Q. Did you show Pliny Fisk, Jr., or Mr. Cole any rec¬ 
ords or memoranda to substantiate the claim for manage¬ 
ment services by the Fisk firm? A. Well, I showed Mr. 
Cole all of the documents included in the Fisk participation, 
and, as I recall it from time to time during the six months 
he worked on the case, I showed him numerous other docu¬ 
ments. I don’t recall just what the others were. How¬ 
ever, all of the documents shown to Mr. Cole are included 
in the company’s files. 

Q. Do you recall any documents included in the par¬ 
ticipation which support the claim for management serv¬ 
ices? [7571] A. Well, directly or indirectly it seems to 
me they all had a bearing on it. 

Q. How? A. Either by showing that Fisk was the 
principal banker in the transaction or by indications of 
various sorts that he was in control of the enterprise. 

Mr. King: Would you like to see the participation, 

Mr. Gunn? 

Mr. Hall : I don’t have it with me, I am sorry. It 

is on my desk. 

The Witness: I think I recall in general what is in the 
participation. 

By Mr. Hall: 

Q. Do you know whether Pliny Fisk, Sr., relied upon 
or resorted to any evidentiary material that you know of in 
making his claim? A. I don’t believe I understand the 
question. The two things which give me trouble are what 
is meant by evidentiary material and what is meant by his 
claim. 
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Q. Well, any documentary evidence. A. He relied 
certainly upon what evidence was included in the partici¬ 
pation, and any other documents from our files which I gave 
Mr. Cole. 

Q. Did you give Mr. Cole any documents not contained 
in the participation? [7572] A. I am pretty sure I did, 
and at least I gave him a statement which is included in the 
participation which contains data drawn from other docu¬ 
ments. 

Q. Was that statement presented to Mr. Fisk prior to 
or after the date of his affidavit? A. As I recall the 
documents, it was included in the participation and a state¬ 
ment of the participation was given to Mr. Fisk by Mr. Cole 
during the months that Mr. Fisk worked intermittently on 
the problem. It is my recollection that the participation 
given to him at that time had errors in it which Mr. Cole 
pointed out Mr. Fisk had mentioned. 

Then at about the time when the exchange of letters, 
the first of which is dated July 9, 1939, and is contained in 
part 9 of Exhibit 27, was sent to Mr. Cole, the participa¬ 
tion we now have was also given to Mr. Cole in its final 
form containing the corrections which Mr. Fisk had sug¬ 
gested. 

Q. Are you saying that prior to the date of Mr. Fisk’s 
affidavit, which is December 29, 1938, you did not present 
to him through Cole the complete participation which Mr. 
Kin g turned over to me a few days ago? A. No, I am 
saying the reverse of that, with this modification: A com¬ 
plete participation was presented to Mr. Cole, but it was 
not in exactly the form as the final participation for the 
reason that as I recall I had misinterpreted in some re¬ 
spects Fisk’s connection with the McCall [7573] Ferry 
Company, and he suggested corrections which might be 
made to it. 

T7574] Q. Do I have the final participation? A. The 
final participation. 
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Q. Where is the previous participation? A. Prob¬ 
ably destroyed when we made the final 

Q. Are you sure it has been destroyed? A. Yes, it 
has been destroyed. 

Q. What did you misconstrue in the first participa¬ 
tion? A. I believe in one of the early ones, at least, I 
had attempted from the documents I had available to me 
then, at least I had drawn the conclusion, that there was 
no one dominating interest in the McCall Ferry enterprise 
under Fisk, but it was a joint endeavor of some sort. As 
soon as I showed that to Mr. Fisk he very quickly, as soon 
as Mr. Cole showed that to Mr. Fisk, rather, he very 
quickly pointed out that that was incorrect. 

• • • 

By Mr. Hall : 

Q. Did you subsequently obtain any documents which 
confirmed Mr. Fisk’s statement as to control? A. I 
can’t answer that precisely, and for this reason: There 
were documents in Lee, Higginson’s files which I obtained 
and which do, in my opinion, show Fisk control The point 
upon which I am uncertain is whether I obtained those 
documents before I talked to Mr. Fisk or after. 

[7575] Q. What Lee, Higginson records are you referring 
to? A. The correspondence between Lee, Higginson and 
Bertron, Storrs and Griscom relating to Lee, Higginson’s 
compensation which are contained in Part 11 of Exhibit 
27 and which are a letter dated March 25, 1905, from Ber¬ 
tron, Storrs & Griscom to Lee, Higginson & Company; an¬ 
other letter dated March 28, 1905, which is a letter to Lee, 
Higginson from Bertron, Storrs & Griscom; and another 
letter dated March 30,1905, from Bertron, Storrs and Gris¬ 
com to Lee, Higginson; another letter dated March 8,1906 
to Lee, Higginson from Bertron, Storrs & Griscom; an¬ 
other letter dated March 9, 1906, from Lee, Higginson to 
Bertron, Storrs & Griscom. 
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Q. And the letters embraced in Part 11 of Exhibit 27 
are the ones which you relied upon to support or confirm 
Fisk’s statement? A. A part of it, yes. 

Q. What is the other part? A. I can’t recall off¬ 
hand but I think you will find inferences to that effect all 
through Exhibit 27 in numerous of the documents. At the 
moment I can’t put my finger on them alL 

Q. Will you point out one where we can find that in¬ 
ference? A. I am at a loss now. We are looking for 
evidence of Fisk’s domination of the enterprise, are we 
not? 

[7576] Q. Management? A. Yes. Another piece of evi¬ 
dence is the fact that Harlow-McGaw went to Harvey Fisk 
and Sons for the sale of their property. Another one is 
the fact that Simpson, Thacher and Bartlett, Fisk’s at¬ 
torneys, displaced Hutchinson’s attorneys, who were 
Coudert Brothers. 

Another one, of course, is Hutchinson’s statement to 
the effect that Fisk deprived him of his interest of control 
of the enterprise. Those I can think of offhand. 

Q. When was the destroyed participation submitted to 
Fisk or Cole? A. I don’t know just what date it was. 
Some months prior to the date of his affidavit, however, 
which was December 29, 1938. 


By Mr. Hall: 

Q. Was the final participation submitted to Fisk or 
Cole with your letter of January 9,1939, embraced in Part 
9 of Exhibit 27, Pages 74 and 75? 

• • • 

The Witness: Yes, I believe it was. The letter so 
states in the first paragraph. 

[7577] By Mr. Hall: 

Q. What else, other than what you have already re¬ 
ferred to, had you misconstrued in the participation which 
you initially submitted to Mr. Fisk? A. I don’t recall 



Donald Gunn, Cross 


999 


anything else in particular of importance. I think there 
may have been some details. 

Q. Mr. Gnnn, is the participation that I have the only 
one that was ever submitted to Mr. Hutchinson? A. The 
only one in so comprehensive a form as the one you have. 
There were several descriptions comparable to the descrip¬ 
tive part of that participation submitted to Mr. Hutchin¬ 
son. 

Q. Do I have the final one now? A. Yes, sir. 

Q. How many were submitted to Mr. Hutchinson be¬ 
fore the final one that I have? A. I don’t recall, but I 
would say two, three or four. 

Q. When was the final participation submitted to Mr. 
Hutchinson? A. Only a few days before the date of his 
affidavit. 

Q. When was the first one submitted, Mr. Gunn? A. 
May I have the question, please? 

(Question read.) 

The Witness: Ten or twelve months before the date 
of his affidavit. 

[7578] By Mb. Halt,: 

Q. Mr. Fisk, in his affidavit as shown at the top of 
page 71 in Exhibit 27, states, “I have examined the photo¬ 
static copies hereto attached and identified by my initials, 
which photostatic copies I believe were true and correct 
copies of the original documents or of the true and correct 
copies thereof.” 

Where are the photostatic copies initialed by Mr. Fisk? 
A. I believe they are included in the participation. 

Q. I don’t recall seeing Mr. Fisk’s initials on those 
participations, on those documents contained in the par¬ 
ticipation. A. Then they must be in the company’s files. 

Q. This affidavit of Mr. Fisk’s is not complete with¬ 
out the photostatic copies initialed by Mr. Fisk. Isn’t that 
right, Mr. Gunn? 
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Mb. King: I object to that question, if Your Honor 
please, I think the record shows that copies are al¬ 
ready in the file. Whether they are initialed by Mr. 
Fisk does not make a particle of difference, it seems 
to me. 

Mb. Hall: Until we get the ones which are 
initialed, Mr. Examiner, we apparently won’t have the 
ones he relied upon. 

Trial Examiner: Read the question, please. 
(Question read.) 

[7579] Trial Examiner: You may answer the question. 

The Witness: I believe it would be more complete if 
we had those documents. As a matter of fact, I have been 
under the impression they were in Exhibit 27. 

By Mb. Hall: 

Q. Would you submit those documents bearing Mr. 
Fisk’s initials? A. We will undertake to find them. 

Mr. King: Mr. Examiner, may I inquire of Mr. 
Hall whether he is implying that the documents in Ex¬ 
hibit 27 are different from the documents bearing Mr. 
Fisk’s signature? 

Mb. Hall : Mr. King, I don’t intend to make any 
implication. I don’t know. I am trying to make cer¬ 
tain as to what documents Mr. Fisk actually relied 
upon when he prepared this affidavit. 

I assume those documents would be attached to the 
original of Mr. Fisk’s statement. 

Trial Examiner: Are those documents included 
somewhere in Exhibit 27 ? 

The Witness: Yes, I believe they are, but not the 
ones, I believe, with Fisk’s initials on them. 

Trial Examiner: Very well. 
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By Mb. Hall: 

Q. Mr. Gunn, am I correct in assuming that the several 
participations submitted to Hutchinson were submitted 
during [7580] the period from about the middle of 1938 to 
the date of his affidavit, January 13, 1939? A. Gen¬ 
erally that is true, although I believe the first one was sub¬ 
mitted to him in February or March of 1938. 

Q. Did McCall Ferry or Susquehanna Contracting 
Company enter into any contract with Harvey Fisk and 
Sons for management services? A. I don’t know. 

Q. None that you know of? A. I never found a con¬ 
tract covering that service. 

• • • 


[7587] By Mb. Hall: 

Q. Mr. Gunn, what corporate management services did 
the Fisk firm render? A. I can’t describe them in any 
more particulars than I did several minutes ago and which 
I did several times in the last two or three days. 

Q. What other documents embraced in Exhibit 27 dis¬ 
close management services rendered by Harvey Fisk and 
Sons? A. I don’t recall offhand but I am very sure 
there are several others that directly or indirectly bear 
upon and indicate he did manage the enterprise. 

Q. Other than those you have already referred to what 
other documents contained in Exhibit 27 do you have in 
mind? [7588] A. I said I didn’t recall the specific docu¬ 
ments. If you wish I suppose we can go through all 68 of 
them one at a time, searching for such indications, if you 
wish, and I am sure we will find a large number of them. 

Q. That is what you have to do, search for it; is that 
right? A. Certainly. I cannot recall or remember 600 
pages in Exhibit 27. As a matter of fact, most of the 
pages are printed. I might also be able to go back to the 
15 filing cases and find still more of them if you wish, but 
it would be an interminable job. 
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Trial Examiner: But the documents Mr. Fisk 
initialed would be all the documents you would expect 
to find. Isn’t that true? 

The Witness: No, not at all, Mr. Examiner. They 
are only the important ones. To indicate that fact to you, 
when I compiled Exhibit 27, or when it was compiled under 
my supervision, I put in that exhibit the documents that I 
thought were important and had an important bearing on 
the determination of original costs with which we are here 
engaged. 

In the last few days the Commission Staff has pulled 
out several other documents from the files we made avail¬ 
able to them that they thought had a bearing on it. I am 
inclined to think some of them may have had a bearing on 
it one way or [7589] the other. I have no doubt they will 
pull out innumerable other documents from those files. I 
just couldn’t make Exhibit 27 of a workable size without 
making a selection. 

Trial Examiner : When you are able to identify 
the documents Pliny Fisk initialed, then those which 
appear in Exhibit 27 in some other place bearing his 
initials would be the ones you consider important on 
this subject? 

The Witness: Most important ones, yes, sir. 

By Mr. Hall: 

Q. Did you mean to say to the Examiner the docu¬ 
ments the Staff pulled out and showed you supported your 
position? A. I think in general they do together with 
the other documents we will probably produce in connec¬ 
tion with it. Several of them, I am told, were taken out 
of context. 

Q. Who told you that? A. Mr. Chase or Mr. Eich- 
horn or somebody. I asked them to look in the file and 
find out which one- 

Q. Which ones? A. I don’t recall which ones they 
were. 
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Q. Are you saying Exhibit 170, Mr. Hutchinson’s let¬ 
ter to Boyd Ehle was taken out of context? A. I don’t 
recall whether or not that is one of them. 

# 

Q. How about exhibits numbered 168 and 169—were 
they taken out of context? A. I don’t recall. 

[7590] Q. How about Exhibits 171 and 172; were they 
taken out of context? A. I don’t recall, but I strongly 
suspect they were. 

• • • 

By Mb. Halt, : 

Q. Mr. Gunn, isn’t it a fact that the March 25, 1905, 
plan, as shown at the top of page 82 of Exhibit 27, says 
only that Harvey Fisk and Sons was willing to aid in the 
financing of the project to the extent of taking agreements 
from the subscribers for the securities, acquiring securities, 
and making and procuring loans? A. The paragraph at 
the top of page 82 which Commission counsel has referred 
to reads as follows: * 1 Whereas, the bankers have been re¬ 
quested and are willing to aid in financing the said plan 
to the extent of taking agreements from the subscribers 
for the purchase of bonds and preferred [7591] stock of 
the power company, of acquiring the bonds and stock for 
delivery under such purchase, and of making or procuring 
the loans hereinafter mentioned;”. 

Q. In other words, that is what Harvey Fisk and Sons 
were to do under this agreement? A. It says just what 
I read into the record. 

• • • 

[7595] By Mr. Hall: 

Q. What experts, engineers, contractors, or other per¬ 
sonnel were selected by the Fisk firm? A. It is my un¬ 
derstanding they all were in the sense that Barnum had 
the right to accept or reject them. At least that is my 
understanding of it. That would include Sanderson and 
Porter, the rejection of the early bids which were taken 
for construction, the acceptance of Hugh L. Cooper’s later 
bid for construction, the selection of the engineers that 
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were on the engineers’ advisory board, and probably the 
selection of at least the contractors on the principal equip¬ 
ment. 

[7596] Q. How did you reach the conclusion that Baraum 
could accept or reject personnel and contractors ? A. 
Because Mr. Fisk said he controlled the McCall Ferry 
enterprise and Mr. Barnum was his representative. In 
those days bankers didn’t seem to have any hesitancy in 
making selections of that sort that they wanted. As a 
matter of fact, it is my understanding it was in order to 
put a stop to that practice that the Securities and Ex¬ 
change Commission was established. 

Trial Examiner: You needn’t speculate on that. 

If Barnum had the authority to accept and reject 
and merely exercised such authority who had the au¬ 
thority to appoint and to exercise that authority? 

The Witness: That seems to me to be the authority 
to appoint. If you have the authority to accept or reject 
it seems to me that is the authority to appoint. Barnum 
undoubtedly had the advice of perhaps numerous people 
as to who to consider. 

Trial Examiner: Do you know whether he did? 

The Witness: No more than he was chairman of the 
executive committee and he was Fisk’s representative, and 
Fisk controlled the enterprise. It just seems to me that 
is an inescapable conclusion. 

Trial Examiner : Do you know what the executive 
committee did? 

[7597] The Witness: They met every so often and con¬ 
sidered matters relating to the company’s progress, and 
it is my understanding that their meetings were interim 
between the meetings of the board of directors and that 
perhaps the executive committee would perhaps expect to 
go into matters of greater detail 

Trial Examiner: Do you have records of the ex¬ 
ecutive committee? 
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The Witness: Yes, we have the executive committee 
minutes. They have been available to the Commission 
staff for two and a half years, Mr. Examiner. 

Trial Examiner: Did those minutes show what 
was done by the committee with regard to these con¬ 
tractors and engineers? 

The Witness: Yes, the executive committee minutes, 
or the board minutes, show the approvals of these various 
selections. 

Trial Examiner : Do they show who selected them 
or how they were selected? 

The Witness: No, I don’t think you will find that. As 
I recall the minutes of both the executive committee and 
the board, they state nothing but the conclusions. They 
don’t state the reasons. 

Trial Examiner: Nowhere in your Exhibit 26 or 
Exhibit 27 do you have a historical resume of the 
activity of the [7598] board of directors of the McCall 
Ferry Power Company after its incorporation or ex¬ 
ecutive committee prior thereto? 

The Witness: Not separately as such, Mr. Examiner, 
but Exhibit 26, which is supported primarily by Exhibit 
27, takes recognition of the contents of those minutes. 

Trial Examiner: To get the picture a little more 
precisely, how did the executive committee fit into this 
thing? Did it function prior to the organization of 
McCall Ferry Power Company? 

The Witness: No. The executive committee we are 
referring to is the executive committee of McCall Ferry 
Power Company. 

If you will turn to page 44 of Exhibit 26, Mr. Exam¬ 
iner, you will find that the permanent board of directors, 
the executive committee to which we have just referred, 
and the permanent officers of the company were all elected 
on August 8, 1905. 
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Trial Examiner: Where is it indicated Mr. Bar¬ 
num was Chairman of that execntive committee! 

The Witness: May I have the question, please? 

(Question read.) 

The Witness: There is no formal indication on page 
44 of Exhibit 26. As I recall it that was a conclusion I 
drew from the fact Barnum in general was the one who 
stated the conclusions of the executive committee. 

[7599] Trial Examiner: Where? 

The Witness: In the minutes. 

Trial Examiner: That would be consistent with 

his acting as secretary of the executive committee, 

wouldn’t it? 

The Witness: I don’t think so. I would have to refer 
back to that to be certain. The executive committee so far 
as I know had no secretary. At least, Mr. Examiner, I 
have not referred to those minutes for almost eight years 
now, and to answer your question with any precision I 
would have to look back and see. 

By Mr. Hall: 

Q. Isn’t it a fact Barnum was not chairman of the 
McCall Ferry executive committee? A. You mean he 
was not formal chairman? 

Q. He was not any kind of a chairman, he was not 
chairman in any sense of the word? A. I will have to 
refer back to the minutes. If he wasn’t then it would seem 
to me they didn’t have a chairman. 

Q. Isn’t it a fact that Mr. Barnum was not even the 
chief executive officer of McCall Ferry Power Company? 
A. That is a fact, yes. Mr. Barnum was sitting in the posi¬ 
tion where he could really control the thing. He was secre¬ 
tary and treasurer. 

Q. Isn’t it a fact Barnum did not even lead the [7600] 
discussion. 

Strike that, please. 
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Mr. Gunn, aren’t yon mixed up as to the Bamum who 
was secretary and treasurer of McCall Ferry? A. Yes, 
sir, who as I recall it was Mr. William M. Barnum’s son. 
I was referring to Mr. William H. Barnum, who is Mr. 
William M. Barnum’s son as I recall it. 

Q. Mr. Gunn, isn’t it a fact that the minutes of McCall 
Ferry executive committee indicate Barnum did not even 
lead the discussions of the committee? A. I can’t say 
that. As I said, if you want to go into the details of those 
committee minutes I will have to go back and read them 
because I have not seen them in eight years. 

Q. Isn’t it a fact that Mr. Dimock led the discussions 
of the executive committee? A. I can’t answer that. As 
I said, I just do not recall. 

Trial Examiner: Would you refer to page 44 of 

Exhibit 26? How many of the permanent directors 

do you identify as Fisk’s representatives? 

The Witness: It is impossible to make the identifica¬ 
tion, Mr. Examiner. That is the attempt to which I re¬ 
ferred this morning when I spoke of attempting to identify 
certain groups, or that this was a joint enterprise. I at¬ 
tempted to [7601] go through and classify this permanent 
board of directors. I always wound up with several direc¬ 
tors and I couldn’t tell who they represented. For ex¬ 
ample, A. C. Bedford was one of them who, as I remember 
it, was a high official of Standard Oil Company at that 
time. 

E. J. Berwin was another who, as I recall it, was a 
rather important coal operator in Pennsylvania. 

There are several others on there. I don’t know who 
they were or what they were so it was impossible for me 
to classify them. 

[7602] By Mr. Hall : 

Q. Mr. Gunn, isn’t it a fact Mr. Bedford was the rep¬ 
resentative of Mr. C. M. Pratt? A. A representative of 
who? 
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Q. Mr. C. M. Pratt? A. I don’t know. That is 
just exactly what my difficulty was. I conldn’t classify 
them. As a matter of fact, I don’t recall who Mr. Pratt 
was. 

Q. Wasn’t Mr. Pratt one of the large subscribers to 
the McCall Ferry bonds? A. He may have been. I re¬ 
call the name. But the Examiner was asking me which 
of these people represented Fisk. That is where I got into 
difficulty. I said I didn’t know. 

Q. Isn’t it a fact, Mr. Gunn, that during your study 
you always ended up with more than one group repre¬ 
sented on the board of directors? A. I suppose I did, 
yes. I wound up with some people that I could certainly 
identify with Fisk, that being William M. Barnum and 
Pliny Fisk. I wound up with Cary T. Hutchinson and 
George B. Willson and H. F. Dimock, whom I could cer¬ 
tainly identify with Hutchinson. 

There were others in there. The rest of them, a con¬ 
siderable number of the rest of them, I didn’t know who 
they were identified with. 

[7603] Q. How did you identify Coffin? A. I didn’t 
know what to do with him. 

Q. How about Gardiner M. Lane? A. When I said 
I didn’t know what to do with Coffin, I meant I didn’t know 
what to do with him as respects classifying him on a board 
of directors. I knew he was president of General Electric 
Company. I knew Gardiner M. Lane was a member of the 
firm of Lee, Higginson. 

Q. How did you classify Mr. Lane on the board? A. 
Just that way, as representing Lee, Higginson and Com¬ 
pany. 

Trial Examiner: You have your notes there. 

Haven’t you covered this before more or less? 

Mr. Hall: Not in this way and not in this con¬ 
nection. 

Trial Examiner : He classified Berwin, Beyer and 

Hope as dummies. Didn’t he cover them all? 



Donald Gunn , Cross 


1009 


Mr. King: He did, Mr. Examiner, two or three 
days ago. 

Mr. Hall : The question is now, dummies for 
whom? 

Trial Examiner: Wherever he testified as to the 
fact they were dummies, he testified on that matter. 

Mr. Hall: I don’t recall he mentioned on whose 
behalf they were dummies. 

Trial Examiner: We had better suspend ques¬ 
tioning on this point until we can review the matter. 
I hesitate to have the whole matter reopened without 
doing that. 

[7604] Mr. Hall: Mr. Examiner, if the record does show 
any thing it shows a general statement heretofore that 
all of these fellows were under the thumb of Fisk. 

The Witness: Yes. 

Mr. Goldberg: But we now have the witness say¬ 
ing that prior to his statement from Fisk he had al¬ 
ways ended up with the board of directors being classi¬ 
fied as associated with one interest or another interest. 

Now, the record does not show until this moment 
with what interests he was classifying these various 
directors. That is what we are trying to find out by 
dealing with page 44. 

For example, he told us he was able to classify 
Dimock and Hutchinson together. He didn’t know 
what or that he put Barnum with the Fisk firm. Cer¬ 
tainly Pliny Fisk himself was put in with the Fisk 
firm. We are trying to find out what he did with the 
rest of them. If he didn’t know we would like to know. 

Trial Examiner: Let’s find out what he said be¬ 
fore on the subject. 

Mr. King : 6856, 6857, 6858 and 6859. 
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[7605] By Mr. Hall: 

Q. Did yon classify Beyer with the Hutchinson inter¬ 
ests? A. I don’t know just how to classify Beyer at 
this stage of the game. Beyer previously represented 
Hutchinson, but he continued on as counsel for McCall 
Ferry Power Company, I believe. I don’t know just how 
to classify him. 

Q. Do you think the fact Beyer continued as counsel 
for McCall Ferry would warrant your not classifying him 
with Hutchinson? A. It very certainly would, because 
I certainly imagine he was working with the sanction of 
Simpson, Thacher and Bartlett, being a lawyer. 

Q. What do you mean by “sanction of Simpson, 
Thacher and [7606] Bartlett? A. I imagine Simpson, 
Thacher and Bartlett could have gotten another lawyer if 
they wanted. 

However, this is all sheer speculation. 

Trial Examiner: Let’s not speculate. 

The Witness: The difficulty is that I just can’t classify 
them. 

By Mr. Hall: 

Q. Were you able to classify Parsons? A. No, I 
could not. Parsons is an engineer and I suppose he repre¬ 
sented whoever controlled the project at the time he was 
working on it. 

Q. How about Mr. Griscom? A. Griscom was a 
member of the firm of Bertron, Storrs and Griscom. 

Q. How did you classify Bertron and Griscom? Were 
you able to do so? 

• • • 

The Witness: What do you mean by “classify them”? 
By Mr. Hall: 

Q. What interest did they represent? A. I thought 
they represented themselves. In the end they turned out 
to be joint bankers with Fisk, so I certainly assume they 
represented themslves. 
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[7607] Q. Who is J. J. Hope? A. I don’t know. 

Q. Who is W. M. Canby? A. I don’t know that. 

Q. Do you know whether or not Hope and Canby were 
from Philadelphia? A. No, I really can’t say; probably 
I knew at one time but I don’t recall now. 

Q. Canby was a banker, wasn’t he? A. I really 
don’t know. 

Q. Mr. Gunn, isn’t it a fact that the entire key per¬ 
sonnel of the McCall Ferry Power Company was appointed 
by the board of directors or the executive committee of 
the board at times with the advice of the board of advisory 
engineers? A. Those selections were passed upon by 
the board of directors and executive committee, as I recall 
it. However, it was my understanding from Mr. Fisk that 
Mr. Fisk controlled the firm and I therefore assumed he 
had veto power over the board and the executive committee. 
At least he so states in his affidavit, that his firm, that is 
he or Baraum, he in general acting through Barnum, made 
those selections. 

[7608] Q. Selection of officers and key personnel is a cus¬ 
tomary function of the board of directors, is it not? A. 
Are you speaking of customary function at the present 
time or in 1905? 

Q. 1905 as well as of the present time. A. I 
wouldn’t say so. I would say selections back in those days 
were made by the persons who controlled the enterprise 
financially. I would extend that to include the board of 
directors and the executive committee, that is that selec¬ 
tion. 

Q. Even if we assume, as you do, that Fisk controlled 
McCall Ferry, the fact remains that the personnel was 
selected by the directors in their capacity as directors. 
Isn’t that so? A. I don’t think so, not as I understand 
the word “select,” Mr. Hall. They passed upon the selec¬ 
tions of these individuals that you refer to, but so long as 
Fisk had the right to accept or reject these individuals as 
an ultimate action it seems to me that it is he who in fact 
made the selection. 
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Q. McCall Ferry had its own officers, of course? 

• • • 

The Witness: Oh, yes. Surely, I suppose it had to 
have them. 

[7609] By Me. Hall: 

Q. And the management of the company was in their 
hands? A. Except as Fisk managed it I suppose it was 
in their hands. 

Q. Are you saying they had to keep clearing with 
Fisk? A. On the important items I most assuredly as¬ 
sume they did. 

Q. You assume that? A. I assume it because of the 
statements Mr. Fisk and Mr. Hutchinson made in their 
affidavits. It is not so much an assumption as it is a con¬ 
clusion. 

Q. But you can not point to anything which cleared 
with the Fisk firm, right? 

Mr. King: May we have that question again? 

(Question read.) 

By Mr. Hall: 

Q. I mean that the officers cleared with the Fisk firm? 

Mr. King: Officers of the company? 

Mr. Hall: Yes. 

The Witness: No, we don’t have enough records so 
we can do that. If we had succeeded in finding the Fisk 
record we might have been able to do that, although one 
of the officers of the McCall Ferry Power Company, and 
an important officer, if I may say, he being secretary and 
treasurer, was William H. [7610] Barnum. What he may 
have cleared with his father I have no means of knowing 
and I have no means of proving. 

By Mr. Hall: 

Q. Isn’t it a fact that Penn Water now has most of 
the correspondence relating to the activities of McCall 
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Ferry Power Company? A. Ordinary routine activities, 
yes, but activities of the character we are discussing I 
don’t think we would necessarily ever have found in the 
files of McCall Ferry Power Company. 

May I have the question and answer, please? 

(Question and answer read.) 

The Witness: That is just for the reason we have been 
discussing, that Fisk did dominate the affairs of McCall 
Ferry Power Company. 

By Mb. Hall: 

Q. Doesn’t Penn Water now have the correspondence 
of McCall Ferry Power Company classified by officers of 
that company? A. Some of it I think we do have, but 
I have no means of knowing whether it is complete or not. 
I do know that it is the custom of companies to have a 
large number of files. Whether we have all the files or not 
I don’t know. As a matter of fact, as I recall from my 
study of them there was reason to believe we didn’t have 
them all. 

[7611] Q. But the correspondence Penn Water now has of 
McCall Ferry Power Company is not limited to routine 
correspondence. Isn’t that so? A. No, it is not strictly 
limited to that but there is no reason for assuming from a 
review of what we do have that that is complete. 

Q. Do you know how many meetings the executive com¬ 
mittee of McCall Ferry Power Company had? A. I 
don’t recall. The minute books will show how many there 
were. 

Q. My information is that there was a total of 109 
meetings of the executive committee of that company. 

Do you know Dimock attended all of those meetings? 
A. No, I don’t know that he did, but I certainly would ex¬ 
pect that he would attend most of them. In other words, 
I would expect him to have the lowest number of absentees. 

Q. Why? A. Because he was president of the com¬ 
pany and he had the detailed information with which it 


1014 


Donald Gunn, Cross 


might be necessary to answer questions which would come 
up before the executive committee. 

Q. Isn’t it the function of the officers of the company 
to manage the company? A. You mean at the present 
time or in 1905? 

Q. 1905 as well as the present time. [7612] A. Not 
in the sense we have been discussing management it isn’t, 
and particularly during the construction period. 

Q. Are you saying that it was the function of the 
officers to manage the company but that the Fisk firm ex¬ 
ercised that function for them? A. No, sir, that is not 
what I am saying. I am saying that the officers of the 
company performed certain managerial functions and that 
the Fisk firm performed the rest of them. Those which 
the Fisk firm performed were the important functions. 

Q. As a result of your study, Mr. Gunn, don’t you 
know that Dimock was often appointed to investigate par¬ 
ticular management functions? A. I suppose he was. 
I don’t recall any particular act that would lie in the field 
that you mentioned. 

Q. Don’t you know that Mr. Dimock led the discussions 
at the executive committee meetings? A. No, but I can 
very well imagine that he being the man who was closest 
to the construction progress of the project might have done 
most of the talking. 

Q. And Mr. Dimock submitted reports from time to 
time, didn’t he? A. I imagine he did. I suspect he sub¬ 
mitted them rather often to Fisk. 

[7613] Q. How about the executive committee? A. He 
may have submitted them to them. That may have been 
the same thing. 

Q. You don’t have to imagine Mr. Dimock submitted 
reports to the executive committee—it is in the records, 
isn’t it? A. I don’t know. As I stated I have not read 
the executive committee minutes for eight years. I don’t 
recall what is in them. 

Q. But with respect to the submission of reports by 
Dimock to Fisk you are unable to substantiate that, right? 
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A. That is right. Of course I can not substantiate it. I 
can not substantiate any of this. The whole thing is specu¬ 
lation. 

Trial Examiner: Let’s stop speculation and say 
you don’t know. 

[7614] By Mr. Hall: 

Q. You know, do you not, that Dimock actively exer¬ 
cised his duties as chief executive officer of McCall 
Ferry and participated in the management of the com¬ 
pany? A. I think he did to the extent he was permitted. 

Trial Examiner: Do you know whether or not he 

did? 

The Witness: It is impossible to answer that ques¬ 
tion, Mr. Examiner, because the Commission counsel has 
not described what he means by management functions. 
I think it is undoubtedly true that Mr. Dimock did perform 
certain management functions. I think it is also undoubt¬ 
edly true that Fisk’s firm did. 

Trial Examiner: If counsel had specified would 
you have been able to answer? 

T he Witness: I probably could have gone back to the 
correspondence and to the minutes of various meetings and 
ascertained an answer to his question. 

T rial Examiner: From recollection or actually 
having knowledge? 

The Witness: I would have to do so. I couldn’t do it 
from recollection. 

By Mr. Hall: 

Q. Are you saying Mr. Dimock did not exercise all of 
the functions required of the president of the McCall "Ferry 
Power Company? 

[7615] Mr. King: If your Honor please, I object to that 
question because I think this is pure argument with the 
witness. 
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Tbial Examines: Can yon answer the question? 
Is this question on any other basis than the other 
questions which have been addressed to you, that is 
you would have to refer to the minutes? 

The Witness: I would have to do more than that. I 
would have to know all the functions of the president of 
McCall Ferry Power Company in 1905. I don’t know that. 

Tbial Examinee: Very well. 

By Mb. Hall: 

Q. Aren’t the duties of the president of McCall Ferry 
Power Company set forth in the articles of incorporation? 
A. In a general way, I suppose. 

Q. And Mr. Dimock performed those duties as presi¬ 
dent of the company. Right? A. Some of them, I sup¬ 
pose. 

Tbial Examines: What was that answer, please? 
(Answer read.) 

Tbial Examiner: If you can’t answer why don’t 
you simply say so. I don’t want supposition in the 
record. 

The Witness: The answer, then, is that I don’t know. 
[7616] By Mr. Hall: 

Q. Can you point to any matters that Mr. Barnum was 
instructed to investigate? 

Mr. King: By whom, Mr. Hall—anybody? 

Mr. Hall: By the executive committee of McCall 
Ferry Power Company or the board of directors. 

The Witness: Not offhand I certainly can’t. As I 
said I have not read those minutes for eight years and I 
don’t have them in mind now. 

By Mr. Hall: 

Q. Do you know of any matters Mr. Barnum did in¬ 
vestigate? A. No, I have not read the minutes lately. 
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Q. Do you know of any matters Mr. Bamum intro¬ 
duced at any of the executive committee meetings? 

Mb. King: If your Honor please, I object to that. 
The witness already answered that. 

Tbial Examinee: Objection overruled. 


The Witness: No, and for the reason I have not re¬ 
cently read the minutes. 

By Mb. Hall: 

Q. Mr. Bamum was not even an officer of McCall Ferry 
Power Company—right? [7617] A. That appears to be 
correct. 

Q. Mr. Hutchinson was chief engineer of McCall Ferry 
Power Company, isn’t that so? A. Yes, sir. 

Q. What were his duties as chief engineer? A. I 
suppose they were the same as any normal chief engineer’s 
of any company which is under construction. 

Q. I want to know if you know what Mr. Hutchinson’s 
duties were, Mr. Gunn? A. General supervision over the 
construction contracts, general supervision over design, 
supervision over the quality, quantity and the sequence of 
construction. He had the right to make technical decisions 
within certain limits, I believe, subject to the advisory 
board of engineers. He was a member of the board of ad¬ 
visory engineers. He entered into negotiations for the re¬ 
location of the railroad and for power contracts. Surveys 
for potential power markets were made under his super¬ 
vision. He made reports from time to time to the manage¬ 
ment of the company, and I suppose he selected the engi¬ 
neering personnel working under his direction on the con¬ 
struction of the project and for purposes of inspection of 
the construction work expediting the delivery of equip¬ 
ment, and other similar matters. 

Q. What was Mr. Hutchinson’s salary for what he 
did? A. I don’t recall 
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[7618] Q. Wasn’t it fourteen thousand dollars a year! 
A. It may have been. I just don’t recall. 

Q. Will you check that, Mr. Gunn? A. Yes, sir. 

Q. What do you mean by the general supervision per¬ 
formed by Mr. Hutchinson? A. In connection with 
what? 

Trial Examiner: Why do you ask the witness to 
check that kind of a thing? If it is a part of your 
case and the Staff has had the files of the company 
and some member of the Staff knows, why can’t you 
put that information in? 

• • • 

[7619] Mr. Goldberg: We submit that the mere fact we 
may put on certain evidence, or the fact we had files 
available to us does not preclude a proper cross-exam¬ 
ination. Where this witness comes in with claims as 
to management services and the like we are entitled 
to find out what goes into his consideration and what 
he did and what he didn’t consider. 

Trial Examiner : You are not entitled to ask the 
witness to come in and present a fact which he cannot 
remember. That is entirely voluntary on his part. 

• • • 

£7620] Trial Examiner: I have observed there have been 
an unnecessary number of requests made for the wit¬ 
nesses to check and bring in additional data, particu¬ 
larly when the information apparently is in the pos¬ 
session of Commission Staff. 

• • • 

[7621] By Mr. Hall: 

Q. What did you mean, Mr. Gunn, when you stated 
that Mr. Hutchinson had general supervision over con¬ 
struction contracts? A. That it was his responsibility 
to inspect the work, make certain that the work was done 
in accordance with specifications, make certain that the 
quantities of work claimed by the contractor were correct, 
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that the plan submitted by the contractor for doing the 
work was efficient and would result in sound construction 
and at reasonable cost, that the progress the various con¬ 
tractors were making towards completion was adequate, 
and other such matters as [7622] that. 

Q. When you referred to the fact Mr. Hutchinson had 
general supervision over design you referred to the same 
sort of thing? A. Yes, same general sort of thing, just 
what would be the ordinary responsibilities of supervision 
of a chief engineer. 

Q. What were his duties in connection with the quan¬ 
tity and quality and so forth of the work? A. Just what 
I have described. I just mentioned that as one of the duties 
in connection with the construction. 

Q. What was Mr. Hutchinson’s limit to his right to 
make technical decisions? A. His rights were subject 
and subordinate to the board of advisory engineers, as I 
understand it. I should say they were subject to the veto 
of the board of advisory engineers, at least. 

Q. And as chief engineer I take it that Mr. Hutchinson 
had primary overall responsibility for the entire construc¬ 
tion program. 

The Witness: May I have that question? 

(Question read.) 

Mb. King: If your Honor please, I object to that 
question. I think the witness has given the facts in 
connection with Mr. Hutchinson’s responsibility. This 
question [7623] is argumentative and attempts to sum¬ 
marize those facts. 

Mr. Hatjj: This question relates to the chief re¬ 
sponsibility, Mr. Examiner. 

Trial Examiner: Objection is overruled. 

The Witness: I don’t know what you mean by “pri¬ 
mary overall responsibility.” 
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By Me. Hall: 

Q. Who had responsibility superior to that which 
rested on Mr. Hutchinson’s shoulders? A. The board 
of supervisory engineers, the executive committee, the 
board of directors, and Fisk, and in some instances Mr. 
Cooper. 

Q. Although Mr. Hutchinson was not a member he did 
attend meetings of the executive committee and partici¬ 
pated in their discussions. Isn’t that so? A. He may 
have. I don’t recall. 

Q. Didn’t Hutchinson present frequent reports and 
recommendations to the executive committee and to Mr. 
Dimock? A. I don’t recall, but I suppose he did. It 
would be expected that he would. 

Q. And those reports and recommendations would be 
dealing with construction of the project, negotiations for 
power contracts, relocation of railroads, and so forth? 
A. Yes, I think in general that would be their scope. 

Q. Wasn’t Mr. Hutchinson often selected to investigate 
[7624] specific management problems? A. What do you 
classify as a management problem, Mr. Hall? 

Q. Any management problem with which the company 
was confronted, such as power contracts or relocation of 
the railroad? A. He certainly had certain duties with 
respect to those. Whether he had ultimate responsibility 
or not is something else. 

Q. Wasn’t Mr. Hutchinson often selected to investi¬ 
gate such problems? A. Certain aspects of them, yes. 

Q. Did you know that Mr. Hutchinson attended more 
executive committee meetings than Barnum did? A. No, 
I didn’t know it. I may have at one time. 

Q. Who was Hugh L. Cooper? A. He was the con¬ 
tractor for the structural hydraulic portions of the Mc¬ 
Call Ferry project and a prominent construction engineer. 

Q. Mr. Hutchinson, with the assistance of Mr. Cooper, 
negotiated the contracts for the purchase of the turbines 
and generators. Isn’t that so? A. They both partici¬ 
pated. 
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Q. Who was J. W. Kirkland? 

[7625] The Witness: May I have the question, please? 

(Question read.) 

The Witness: He was an engineer who became vice- 
president of McCall Ferry Power Company in 1906. 

By Mr. Hall: 

Q. Going back to my previous question just for the 
moment, Mr. Gunn, isn’t it a fact that Hutchinson and 
Cooper actually negotiated the contract for the purchase of 
the turbines and generators? A. I don’t think you can 
necessarily draw that conclusion. 

Q. Why not? A. Because they undoubtedly nego¬ 
tiated the contracts as the contracts related to the size of 
the units, characteristics of the units, and the details of 
design. But who placed the contract or directed where 
the contract should be placed may very well have been 
another matter beyond any one of themselves’ control. 

Q. WTho did that? A. I don’t know. I assume Fisk 
did, with Mr. Coffin’s help. 

Trial Examiner: You need not assume. If you 

don’t know you don’t know. 

By Mr. Hall: 

Q. What were the duties of Mr. Kirkland? [7626] 
A. I don’t recall offhand. Shall I look up his title? 

Q. If you will Was he vice president and general 
manager? A. Yes, I already mentioned that. 

Q. To whom did Mr. Kirkland report? A. I don’t 
know. 

Q. Do you know what Mr. Kirkland’s salary was? 
A. No. I do not recall offhand. 

Q. Would it help you any if I said it was $7500 a year? 
A. Well, I accept your figure if it is $7500 a year. 

Q. Wasn’t Mr. Kirkland active in the management of 
the McCall Ferry Power Company? A. Yes, I believe 
he was active. Whether he devoted his whole time to Mc¬ 
Call Ferry Power Company matters I don’t know. 
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Q. Mr. Hutchinson, with the assistance of Mr. Kirk¬ 
land, also undertook the study of power markets and the 
negotiation of power contracts resulting in the signing of 
the power contract with Consolidated Gas Electric Light 
and Power Company of Baltimore and United Railways 
and Electric Company. Isn’t that so? A. May I have 
that question, please? 

(Question read.) 

The Witness : It is my recollection that they both par¬ 
ticipated. As to who was assisting who, however, I don’t 
know. 

[7627] By Mr. Hall; 

Q. Do you know of anyone else who participated in 
the signing of those contracts? A. Signing or negotia¬ 
tion? 

Q. Both. A. May I have the question, please? 

(Question read.) 

The Witness: It seems to me I found some evidence 
in the file that Boyd Ehle did. 

By Mr. Hall: 

Q. He was one of Hutchinson’s assistants, right? 
A- Yes. As for who signed the contracts I think we can 
find that out by referring to the contracts. I suppose it 
was the appropriate officers of McCall Ferry Power Com¬ 
pany. 

May I have the question, please? 

(Question read.) 

The Witness: The contract between Consolidated 
[Gas] Electric Light and Power Company of Baltimore, 
which is Part 36 of Exhibit 27 was signed by Mr. J. W. 
Kirkland, Vice President, and Mr. Harold Pender. 

I notice on that agreement on each page of it in the 
lower left-hand corner J. W. Kirkland’s initials, and the 
initials of someone else whom I do not recognize. 
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Referring now to the contract of the United Railways 
[7628] and Electric Company of Baltimore dated June 28, 
1907, that contract was signed by Henry F. Dimock as 
President of McCall Ferry Power Company and Harold 
Pender, Secretary of the McCall Ferry Power Company. 

By Mr. Hall: 

Q. Mr. Hutchinson had as his assistants Boyd Ehle 
and R. H. Anderson as resident engineer and assistant 
resident engineer respectively stationed at the site of the 
project and J. W. Young, assistant engineer assisting him 
in New York. Isn’t that so? A. All of the parties that 
you mentioned were assisting Hutchinson. As to their 
location, I am sure Ehle and Anderson were at the project. 
I don’t know just how much time J. W. Young spent at the 
project. 

Q. What were the duties of Ehle and Anderson? A. 
Assisting Hutchinson. 

Q. In engineering matters? A. Yes. I suppose at 
least Ehle’s duties were related to most of Hutchinson’s 
responsibility that was to be discharged at the project 

Q. They were assisting Hutchinson in the supervision 
of the project? A. Yes. 

Q. Mr. Hutchinson, Mr. Dimock and Mr. Cooper nego¬ 
tiated railroad relocation contract with Pennsylvania Rail¬ 
road. [7629] Isn’t that so? A. As I recall it they all 
participated in it, as well as Thomas Newhall. I don’t 
know who else may have participated in it. As I under¬ 
stand the story the negotiations for that railroad Telocation 
contract were rather difficult and several people partici¬ 
pated in them. 

Q. Were not all accounts for engineering and construc¬ 
tion work subject to the approval of Hutchinson and all 
other accounts subject to the approval of the president, 
vice president or executive committee of McCall Ferry? 
A. May I have that question, please? 

(Question read.) 
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The Witness : What accounts would fall in your cate¬ 
gory of “other accounts,’’ Mr. Hall? I am trying to find 
out how inclusive the construction accounts are. 

By Mr. Hall: 

Q. I have in mind all construction accounts whether 
for the purchase of material or construction work itself, 
if I make myself clear. A. What do you include in that? 
Do you include in that, for instance, the cost of designing 
the project and the various expenses of that sort? 

• • • 

[7630] The Witness: I assume the approvals were as you 
have stated but I do not recall the facts right at the moment. 

By Mr. Hall: 

Q. Mr. Gunn, my question was based upon a resolution 
adopted September 27, 1905 by the executive committee. 
A. Did the resolution give the particulars? 

Q. The exact words of the resolution were, “Resolved, 
that all accounts for engineering and construction work be 
subject to the approval of the chief engineer, and that all 
other accounts be subject to the approval of the president, 
[7631] vice president or executive committee.” A. It 
sounds to me like a general division of the work. That is 
about the way it is today. Ordinarily when Penn Water 
and Power Company places a construction contract it is 
subject to the approval of the chief engineer. 

• • • 


[7632] By Mr. Hall: 

Q. Mr. Gunn, Mr. Hutchinson, had general supervision 
and final authority over the work of Mr. Hugh L. Cooper, 
the manager of hydraulic construction, and Sanderson and 
Porter, Superintendent of electrical construction, isn’t 
that so? 

• • • 

The Witness : No, sir, I don’t think that is correct. 
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By Mr. Hall; 

Q. What is your understanding? A. My under¬ 
standing is that Hutchinson had certain authority over the 
quantity and quality of work which would be done, but his 
authority was not absolute at all, as is evidenced by McCall 
Ferry records in one and perhaps more than one instance 
where Hutchinson and Cooper got into [7633] a quarrel and 
it had to be arbitrated by the board of advisory engineers. 
I don’t think Hutchinson had anything to say over the 
manner of executing the work, particularly in the case of 
Cooper. If he did it was very little. 

Q. Wasn’t the work subject to Hutchinson’s approval? 
A. Only the end result as regards quantity and quality. 

Q. McCall Ferry had its own Secretary and Treasurer 
who were on the McCall Ferry payroll. Isn’t that so? 
A. Yes, I believe that is correct. 

Q. McCall Ferry also had a board of advisory engi¬ 
neers to give advice on difficult engineering problems? 
A. Yes, sir. 

Q. The board of advisory engineers was headed by 
Wm. B. Parsons, as Chairman? A. Yes, sir. 

Q. Do you recall that Mr. Parsons salary was twelve 
thousand dollars a year as Chairman of the Board of Ad¬ 
visory Engineers? A. No, I don’t recall that. As a mat¬ 
ter of fact, I don’t know whether they worked on a retainer 
or salary. 

Q. My information, Mr. Gunn, is based on the minutes 
of the executive committee of McCall Ferry Power Com¬ 
pany, dated September 27, 1905, in which the Chairman of 
the Board of Engineers is listed as having a salary of twelve 
thousand [7634] dollars a year, and the chief engineer, who 
was Hutchinson, is listed as fourteen thousand dollars a 
year. 

• • # • 

[7635] The Witness: I have verified the amount paid to 
Mr. William Barclay Parsons and find it to have been twelve 
thousand dollars. 
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By Mb. Hall : 

Q. Who were the other members of the board of ad¬ 
visory engineers in addition to Parsons? A. Mr. Charles 
T. Main, Mr. F. 0. Blackwell, and Mr. Hngh L. Cooper was 
a member for a time until he resigned to take over the con¬ 
struction or to submit a proposition for the actual construc¬ 
tion of the project. Mr. Cary T. Hutchinson was the other 
member. 

Q. Do you know whether or not those individuals that 
you have just named received a salary or retainer from Mc¬ 
Call Ferry Power Company? A. No, I do not. I do not 
know offhand how they were compensated. 

Q. Did Mr. Hutchinson participate in the deliberations 
of the board of advisory engineers and sign their reports? 
[7636] A. I am sure he participated in the deliberations. 
I don’t know who signed their reports. I don’t recall. 

Q. As indicated on page 212 of Exhibit 27, Mr. Hutchin¬ 
son signed the Hutchinson and Parsons’ engineering report 
of 2-12-1905 [August 7, 1905], and also the report of the 
board of advisory engineers dated September 11, 1905, as 
indicated on page 216 [218] of Exhibit 27 ? 

• • • 

The Witness: The report referred to as part 25 of 
Exhibit 26 [27] is not a report of the board of advisory 
engineers but it is rather a report to the board of directors 
signed by Cary T. Hutchinson as chief engineer of McCall 
Ferry Power Company. The report is made on the letter¬ 
head of Cary T. Hutchinson, consulting electrical engineer 
of New York City, and it is signed also by Wm. Barclay 
Parsons as consultant engineer and not as a member of the 
advisory committee. 

The last paragraph of that letter states as follows, 
which indicates it is not an action of the advisory commit¬ 
tee: 

“Messrs. Hugh L. Cooper, F. O. Blackwell and 

Charles T. Main, and other members of your advisory 
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board, all of whom have been consulted either person¬ 
ally or by letter, concur in these recommendations.’’ 

That indicates to me it is not a report of the advisory 
board. 

[7637] By Mb. Ball: 

Q. Before you proceed further, isn’t it a fact that in the 
first paragraph of the report as shown on page 206 of Ex¬ 
hibit 27, it is stated, “This report is intended to give a gen¬ 
eral statement of the present status of the affairs of your 
company; the statements made and recommendations have 
the approval of every member of your advisory board of 
engineers, although owing to the absence from the city 
of three members, it is signed only by your chief engineer 
and consulting engineer. ”T A. That is right. I take that 
to mean that he had an informal discussion with them, but 
it is not an action of the advisory board, obviously. 

Q. Did you want to complete your previous answer 
now! A. Yes, sir. 

Q. If you had the three signatures on the report we 
have just been discussing would you consider it the report 
of the advisory board of engineers? 

• • • 

The Witness : I have no special information. The sig¬ 
natures don’t appear on there. I can speculate on what it 
might [7638] be if they did appear. 

• • • 

By Mb. Ball: 

Q. Did you finish your previous answer? [7639] 
A. Referring now to part 26 of Exhibit 27, which was in¬ 
cluded in your previous question, that appears to be a report 
of the board of advisory engineers and is so headed, and it 
is a fact that it is signed by Wm. Barclay Parsons, Chair¬ 
man, and signed also by Cary T. Hutchinson, Hugh L. 
Cooper, and P. 0. Blackwell 
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Q. Negotiations for the employment of the other mem¬ 
bers of the board of advisory engineers were conducted by 
Hutchinson long before they were elected. Isn’t that so? 
A. I don’t know whether or not they were. I don’t recall 
at this date ever having seen any evidence that would in¬ 
dicate whether they were or weren’t. They were undoubt¬ 
edly all personal acquaintances of Hutchinson. They were 
four of the most prominent engineers in the United States 
and known to practically every engineer. But as to whether 
he entered into negotiations for their employment, I don’t 
know. 

[7640] Q. Did the McCall Ferry Power Company officers, 
or the board of advisory engineers address any of its re¬ 
ports to Harvey Fisk and Sons or to William M. Barnum? 
A. I don’t know whether they did or not. 

Q. Did you ever see a report addressed to Harvey 
Fisk and Sons or Barnum? A. No, I don’t believe I ever 
saw any reports other than those that are in Exhibit 27. 
It seems to me those were all appropriately directed to the 
McCall Ferry Power Company. 

Q. As a matter of fact, Mr. Gunn, the board of ad¬ 
visory engineers never reported to the Fisk firm but ad¬ 
dressed their reports to Mr. Dimock or the executive com¬ 
mittee, isn’t that so? A. I don’t know whether or not 
that is true. They may have made more reports than I 
have knowledge of. 

Q. As to those about which you have knowledge isn’t 
that the fact? 

• • • 

The Witness : As to the pending question, yes, I think 
that is correct about those reports of which I have knowl¬ 
edge. 

By Mb. Hall: 

Q. Wasn’t it upon the recommendation of the board of 
advisory engineers that Hugh L. Cooper was selected to 
take [7641] charge of the hydraulic construction? A. I 
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believe perhaps so, although I don’t exactly recall the pro¬ 
cedure. What happened was this: When the bids- were 
taken from the group of construction companies who had 
been asked to quote, the construction companies included in 
their bids such high contingencies against the risk of con¬ 
struction that the board of advisory engineers concluded 
that McCall Ferry Power Company ought not to accept any 
of the bids but ought to make an arrangement with some 
reliable contractor to undertake the project on a cost-plus- , 
a-fixedfee basis. After that conclusion had been reached 
Hugh L. Cooper resigned from the board of advisory engi¬ 
neers and submitted a proposition to McCall Ferry Power 
Company. 

Whether that proposition was passed upon by the board 
of advisory engineers or not I don’t recall, and if it was 
I wouldn’t know whether that was the final approval or not. 

Q. Cooper became manager of construction. That was 
his title. Is that right! A. Yes, sir, hydraulic construc¬ 
tion that is. 

Q. And the contract was actually negotiated by Dimock 
and Coffin, isn’t that sot 

© • • 

The Witness: You are referring to the contract with 
[7642] Hugh L. Cooper now? 

By Mb. Hall: 

Q. Yes. A. I really don’t know whether or not it 
was. I don’t recall Coffin having been involved in it. 

Q. Is it your understanding that Mr. Dimock negotiated 
that contract with Cooper? A. I just don’t recall who 
negotiated with Cooper, but I had never heard of Mr. Coffin 
being in the negotiation on the Cooper contract. I distinctly 
don’t recall that. 

Q. Do I understand that you analyzed the minutes of 
the executive committee of McCall Ferry? A. I did when 
I was preparing Exhibit 26 over seven or eight years ago, 
yes. But I don’t recall everything that was in all of them. 
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Q. Under Cooper’s contract, which is Part 28 of Ex¬ 
hibit 27, didn’t he have complete charge and responsibility 
for hydraulic construction as ‘‘hydraulic engineer” and 

“manager of construction”? 

• • • 

The Witness: Mr. Cooper’s responsibility under his 
contract to McCall Ferry Power Company seems to be de¬ 
fined in general terms in paragraph 10, page 223 of Exhibit 
27 and reads as follows: 

[7643] “1. The company agrees to employ and hereby 
does employ Cooper as ‘hydraulic engineer’ and ‘man¬ 
ager of construction,’ of the work at McCall Ferry, and 
Cooper agrees to serve in this capacity under the com¬ 
pany and its officers, for the term of this agreement.” 

Does that answer your question? 

By Mr. Hall: 

Q. Yes. In other words, Mr. Cooper served in his 
capacity as hydraulic engineer and manager of construction 
“under the direction of its officers”? A. Yes, under the 
direction of the company and the company’s officers. 

Q. Did Mr. Cooper furnish Mr. Value as engineer-in¬ 
charge and have the right to select the rest of the con¬ 
struction personnel? A. Yes, sir, I think that is correct. 

Q. And Mr. Cooper was paid $130,000 for his services, 
which included a completion bonus? A. The contract we 
have been discussing states the basis of Mr. Cooper’s com¬ 
pensation on two alternative projects, one I believe at eleva¬ 
tion 155 and the other, I believe, at elevation 185. 

Neither one of those projects was actually built but 
rather a project to elevation 165 was constructed, and the 
original contract with Cooper did not contemplate tailrace 
[7644] excavation. Another complicating factor was that 
while Cooper did not completely finish the project as the 
contract called for at the date McCall Ferry got into finan¬ 
cial difficulties, the work had progressed to a point where it 
was then obvious that he could have if there had been funds 
in time to earn the contract bonus. 
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At the termination of Cooper’s services there was con¬ 
siderable squabbling, and I believe some threatened litiga¬ 
tion, over the final settlement, and a compromise of all of 
those factors was reached. However, I don’t know offhand 
what the total payment to Cooper was. 

Q. Were not all plans and specifications and contracts 
for labor and material made by Cooper subject to the ap¬ 
proval of Mr. Hutchinson whose decision was to be final? 
A. I believe that is what the contract states, although the 
events proved Mr. Hutchinson’s decision was not always 
final. 

Q. What events do you refer to, Mr. Gunn? A. I 
refer to the controversy that Cooper and Hutchinson had 
over the proper location for the dam which was finally 
arbitrated by the board of advisory engineers, at least, and 
I don’t know who else, perhaps Fisk. Then there was an¬ 
other instance; I believe Cooper and Hutchinson got into 
a squabble over the quality of the concrete, and that also 
had to be arbitrated at least by the board of advisory [7645] 
engineers, I believe. It is my conclusion from a general 
study of the records of McCall Ferry Power Company that 
Hutchinson had a great deal of difficulty making any of his 
prerogatives stick with Mr. Cooper. 

Q. Is there any suggestion in Cooper’s contract, which 
is Part 28 of Exhibit 27, that his duties under that contract 
were in anywise subject to the supervision, approval or 
control of the Fisk firm or Baraum? 

• • • 

The Witness: Yes, sir. 

By Ms. Hall : 

Q. What is it? A. The fact that the contract is with 
McCall Ferry Power Company and Mr. Fisk controlled that 
enterprise. 

Q. Do you know of any reports regarding the construc¬ 
tion of the project Mr. Cooper ever submitted to the Fisk 
firm or to William M. Baraum? A. No, I do not. As a 
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matter of fact, I do not have, at least I don’t recall having 
seen, very many reports by Cooper himself submitted to 
anybody. 

Q. As a matter of fact, Cooper reported solely to the 
[7646] McCall Ferry officers and executive committee. 
Isn’t that so? A. I don’t know about that. The contract 
says he is working under their direction. 

Q. Wasn’t it on the recommendation of the board of • 
advisory engineers that Sanderson and Porter were selected 
to take active charge of the electrical construction? A. 

I don’t recall who made the final recommendation on the 
selection of Sanderson and Porter. It is a fact they did 
serve in the capacity of superintendent of electrical con¬ 
struction, and they also kept the books on a cost-plus basis, 
if I recall. 

Q. The contract with Sanderson and Porter was nego¬ 
tiated by Dimock and Mr. Coffin. Isn’t that so? A. I 
don’t know. I never was aware Mr. Coffin was in the 
negotiations. 

Q. Sanderson and Porter served as superintendent of 
electrical construction under the McCall Ferry Company 
and its officers, right? A. They served as superin¬ 
tendent of construction and- 

Q. Electrical construction. A. —bookkeepers, as I 
understand it. Yes, I meant electrical construction. 

Q. Under the agreement which Sanderson and Porter 
had which is Part 29 of Exhibit 27, everything that firm 
was to do and all of its duties assigned to it under the 
agreement [7647] were subject to the approval of McCall 
Ferry’s chief engineer and were executed under his direc¬ 
tion and his decision was to be final. Right? A. Yes, 
the agreement so states in Article 3 which appears on page 
228 of Exhibit 27. However, I would rather doubt whether 
that was intended to extend to their bookkeeping function. 

Q. How much were Sanderson and Porter to receive 
for their services under their contract? A. $50,000. 

Q. Do you know of any reports regarding the con¬ 
struction work Sanderson and Porter ever addressed to 
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Harvey Fisk and Sons or William M. Barnum? A. No, 
I don’t recall offhand having seen any sort of report from 
Sanderson and Porter to anybody. 

Q. Did Mr. Barnum or Harvey Fisk and Sons pay for 
the services of any of the McCall Ferry officers or con¬ 
struction managers? A. Not so far as I know. 

Q. How did Mr. Barnnm exercise his management con¬ 
trol? A. I don’t know, unless it was through the pres¬ 
tige of the Fisk firm. 

Q. How did Mr. Barnum communicate his orders? 
A. I don’t know. 

Q. Have you ever seen any orders or communications 
in [7648] connection with the management or construction 
of the McCall Ferry project issued by Harvey Fisk and 
Sons or Mr. Barnum to the McCall Ferry officers or con¬ 
struction managers? A. By that you mean formal in¬ 
structions in writing, Mr. Hall? 

Q. Yes. A. No, I can’t say that I ever have. I 
have seen, as I recall it, we discussed some correspondence 
by Simpson, TThacher and Bartlett which appeared to be 
flowing from Fisk’s firm. But as to direct orders I don’t 
recall ever having seen any. 

Q. Are you now referring to the inquiry of Simpson, 
Thacher and Bartlett to Mr. Hutchinson regarding the 
selection of the board of directors of McCall Ferry? A. 
That was one instance. I believe there was another in¬ 
stance of some instructions about the handling of stock. 
Those are the two that I recall offhand. I don’t know 
whether there are any more in the files or not, but I don’t 
recall them. 

Q. Does your answer include informal orders or recom¬ 
mendations, also? A. No, sir. 

Q. You say it does not? A. No, it does not. I don’t 
know whether there were informal orders or recommenda¬ 
tions or not, and I wouldn’t [7649] expect to find any 
evidence of them. I take it now we are speaking of Fisk’s 
management function only. 
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Q. That is right. A. Yes. 

Q. Just what did Harvey Fisk and Sons and Mr. Bar- 
num do to supervise the construction of the project as you 
claim! A. All I know specifically as to what they did 
is what Mr. Fisk states in his affidavit and such other 
scraps of evidence as are apparent from the records. I 
have no comprehensive catalog of what they did. 

[7650] Q. What was the primary responsibility of Harvey 
Fisk and Sons for supervising the construction of the 
project, the selection of personnel, and the selection of 

experts, engineers, and contractors. . 

• • • 

The Witness: Primary responsibility, as far as I 
know, and I would take that to mean the final right to say 
we will or we will not select this man or that man or some 
other man. 

By Mb. Hall: 

Q. Wouldn’t final right be stated as the ultimate re¬ 
sponsibility! A. I think that would be a proper expres¬ 
sion of it. 

Q. Then what does “primary responsibility” mean? 
A. Same thing as ultimate responsibility. 

Q. What other electric companies had Mr. Bamum 
managed? A. I don’t know all of them. I never at¬ 
tempted to find out. But Fisk’s firm, as I understand it, 
while Bamum was connected with it, I believe were the 
originators of Electric Bond and Share, Electric Securities 
Corporation, the Hudson-Manhattan Transfer, which was 
an Electric Railroad, and a large number of industrial cor¬ 
porations. I think those are the ones with which they were 
connected as I recall it which were in the electrical field. 

Q. Did any of the companies you have mentioned do 
[7651] electrical construction work while Fisk’s firm was 
connected with them? A. Hudson and Manhattan did, 
unquestionably. I don’t know how long Fisk’s connection 
with Electric Bond and Share lasted, or whether at that 
time they actually did any construction or not. 
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Q. Mr. Gunn, isn’t it your understanding that Electric 
Bond and Share Company was created by General Elec¬ 
tric? A. Not if I understand your word “created.” 

Q. What did you understand my word to mean? A. 
Organize. 

Q. That is what I meant. A. It is my understand¬ 
ing that Fisk’s firm was one of the primary banking houses, 
at least, in its organization. I am relying on my recollec¬ 
tion for that. 

It was also my understanding that Fisk’s firm was the 
primary banking house in the organization of Electric Se¬ 
curities Corporation. 

I am aware, of course, that both of them were or be¬ 
came subsidiaries, or were affiliated with General Electric 
Company. 

Q. They were owned by General Electric. Isn’t that 
so? A. I think they may have been. At least they be¬ 
came owned by General Electric. I don’t know just what 
the arrangement was in the beginning, but my recollection 
is that Mr. Fisk was in the picture in a big way. 

[7652] Q. Did the Fisk firm supervise and manage , any 
hydro-electric construction for the three firms which you 
mentioned? A. Not so far as I know. 

Q. What part did Mr. Barnum play in connection with 
Fisk’s relationship to those companies? A. I don’t know 
except it is my understanding Mr. Barnum was a member 
of the Fisk firm at that time. I don’t know just what his 
part was. 

Q. What management problems were settled by Mr. 
Barnum? A. I suppose all the management problems 
were during Fisk’s control of the McCall Ferry enterprise. 
I take it we are talking about McCall Ferry now. 

Q. Yes. That is just a supposition upon your part, 
isn’t it, Mr. Gunn? A. No, Mr. Fisk says he managed 
it and he managed it through Barnum. 

Q. Do yon know of any specific problem which was 
presented to Mr. Barnum for settlement? A. No, sir, 
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I was not there and never could find the records of the 
Fisk firm. 

Q. Did Mr. Fisk name any? A. No specific prob¬ 
lems other than the ones he enumerated on page 72 of 
Exhibit 27. 

Q. Did Mr. Barnum negotiate any contracts for Mc¬ 
Call Ferry? [7653] A. I don’t believe I can answer 
that, Mr. Hall, without knowing just what the scope of 
your term ‘‘negotiate” is. 

Q. Did he arrange for the execution of any contracts 
for McCall Ferry? A. I don’t know whether he did or 
not. 

Q. What persons did Mr. Barnum hire for the McCall 
project? A. I don’t know other than Mr. Fisk says it 
was his responsibility for the selection of personnel, selec¬ 
tion of experts, engineers, contractors, and so forth. That 
is all I know about it. 

Q. Was Mr. Barnum an engineer? A. No, sir, Mr. 
Barnum was a banker and a lawyer as I understand it. 

Q. What engineering problems were settled by Mr. 
Barnum? A. By whom? 

Q. By Mr. Barnum? A. I don’t know of any spe¬ 
cific engineering problems settled by him. 

Q. Did Mr. Barnum purchase any materials for the 
McCall project? A. I rather doubt that he did. I didn’t 
understand him to be the purchasing agent, also. 

Q. Did Mr. Barnum prepare any plans and specifica¬ 
tions [7654] for the McCall Ferry project? A. I doubt 
that. I don’t think he did. 

Q. How much of Mr. Barnum’s time was devoted to 
the management of the McCall Company? A. I don’t 
know, other than what Mr. Fisk states in his affidavit on 
page 72 of Exhibit 27, which reads as follows: 

“Mr. William M. Barnum, one of my principal 
partners, as I have pointed out, devoted a very con¬ 
siderable portion of his time to this project and was, 
in fact, in active charge of and had full responsibility 
for the entire project.” 
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Q. What did Mr. Fisk mean by “considerable time”? 
A. Considerable time, I suppose. 

Q. Did yon ask Mr. Fisk how mnch time Mr. Barnnm 
spent in connection with the management of the McCall 
Ferry project? A. No, sir, because when he said “con¬ 
siderable,” I assumed he lost his time cards with the rest 
of the Fisk records. 

Q. How much time did Mr. Barnum spend at McCall 
Ferry? A. I don’t know. 

Q. Was Mr. Barnum ever there? A. I think he was 
probably, but I wasn’t, so I don’t know. 

Q. When did Mr. Barnum leave Harvey Fisk and 
Sons? [7655] A. In July of 1908. 

Q. Wasn’t Barnnm paid by Harvey Fisk and Sons for 
his services to that firm? A. What do you mean by 
“that firm”? Harvey Fisk and Sons or McCall Ferry? 

Q. Fisk? A. Yes, he was a partner of the firm. 
Harvey Fisk says he had fifteen per cent interest in the 
firm. 

Q. There were fourteen other directors of the McCall 
Ferry Power Company besides Barnum? Bight? A. 
Yes, sir, there were fourteen other directors elected on 
August 8, 1905, at least. 

Q. And there were four other members of the ex¬ 
ecutive committee of the McCall Company in addition to 
Barnum. Isn’t that so? A. Yes, sir. 

Q. Isn’t it a fact, Mr. Gunn, that Barnum had no more 
responsibility than any other member of the executive com¬ 
mittee? A. I don’t think that is a fact. 

Q. Why not? A. Because Fisk says he managed 
the enterprise through Barnum. 

Q. Did Mr. Barnum have more than one vote? A. 
I don’t think he had more than one vote, but I never [7656] 
made the assumption Fisk controlled McCall Ferry project 
through the executive committee. But if he did control it 
through Barnum then obviously Barnum had more re¬ 
sponsibility for the project than did the other members of 
the executive committee. 
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Q. Does Mr. Fisk say that the Fisk firm controlled 
McCall Ferry through Barnnm or managed it through Bar- 
num! A. I take that to be one and the same thing. 
I think he says at one place, I believe, that he controlled 
the project, and in another point he says he managed it 
through Barnnm. I take that to be one and the same 
thing. 

Q. Through what medium did the Fisk firm exercise 
their control over the McCall Ferry? A. I don’t know, 
except through their prestige as bankers. 

Trial Examiner: Could Mr. Fisk have in mind 

financial management rather than general overall man¬ 
agement? 

The Witness: I don’t think he could, Mr. Examiner, 
because it goes ahead and enumerates under the manage¬ 
ment the selection of personnel, the selection of experts, 
and selection of contractors, which would seem to me to be 
going beyond the mere function of management in connec¬ 
tion with the raising of money. 

By Mr. Hall: 

Q. Do you have any reason to believe that all the 
[7657] members of the executive committee of McCall 
Ferry or the board of directors did not take part in the 
discussion and formulation of policies? 

• • • 

The Witness: No, I have no reason to believe they 
all did not take part in the discussions and in the manage¬ 
ment I merely believe Fisk had control of the manage¬ 
ment of the McCall Ferry enterprise. 

By Mr. Hall: 

Q. Do you have any reason to believe that the mem¬ 
bers of the executive committee or the board of directors 
did not vote their independent judgments with respect to 
management policies? A. I really don’t know what they 
did. The only thing I know is what Mr. Fisk says, that 
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he controlled the project. How he controlled it I really 
do not know. 

Q. Isn’t it a fact that Mr. Barnum was seldom selected 
by the executive committee to look into any of the McCall 
Ferry Power Company’s management problems? A. 
No, I don’t know that that is a fact. 

Q. Wasn’t that indicated by yonr review of the cor¬ 
respondence and the minntes of the executive committee? 
A. No, I shouldn’t say that it was. I might speculate on 
it but it didn’t indicate that to me. As a matter of fact, 
[7658] with Mr. Barnum representing the control of the 
enterprise it wouldn’t be expected he would be assigned 
to detail work. He merely passed judgment on what detail 
work other people did. 

Q. Where is it indicated that Mr. Barnum actually 
passed judgment? A. In Mr. Fisk’s statement that he 
controlled the enterprise through Mr. Barnum and in 
Hutchinson’s statement that Fisk took control of the enter¬ 
prise, and in the numerous other indications we have dis¬ 
cussed in the past few days. 

Q. Does Mr. Hutchinson say Barnum managed the 
enterprise? A. No, it says Fisk took control of it. Fisk 
says Barnum managed the enterprise. 

Q. Didn’t your study establish the fact that Mr. 
Dimock, the president, and his assistant, Mr. Kirkland, 
vice president and general manager, and Mr. Hutchinson, 
the chief engineer, actually managed the McCall Ferry 
Power Company? A. No, sir, it did not. . 

Q. Didn’t the records indicate they were the ones who 
carried on the active management and made the decisions 
and so forth? A. No, sir. The record indicated they 
made certain decisions, but there was no indication in the 
record to me they made the decisions of the type Fisk says 
Barnum was responsible for. . 

[7659] Q. Isn’t it a fact that the engineering problems 
were referred to Mr. Hutchinson and the board of advisory 
engineers? A. They considered them but I presume the 
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important ones went beyond them, the important problems 
went beyond those two agencies. 

Q. Do yon know of any important problems which went 
beyond Mr. Hutchinson or the board of advisory engi¬ 
neers T A. Well, I don’t have any proof of the problem 
going beyond them but I would certainly expect the con¬ 
troversy between Hutchinson and Cooper over the location 
of the dam probably went beyond them. Certainly the pur¬ 
chase of Harlow-McGaw’s property went beyond them di¬ 
rect to Fisk. 

Q. How many directors meetings did McCall Ferry 
have? A. I don’t recall. 

Q. Was it about twelve? A. I really don’t recall. 

Q. But you do know that Barnum was hardly ever in 
attendance at those meetings, isn’t that so? A. No, I 
don’t know that. I don’t recall that, either. If he did not 
attend directly it would seem to indicate the board of 
directors were not the medium of control for the enter¬ 
prise. 

Q. Would you say that about the executive committee 
meetings, also? A. I think it might be said about those 
as well 

[7660] Q. In other words, Mr. Barnum’s attendance at the 
meetings of the executive committee is something which 
should be taken into account? A. Taken into account 
for what? 

Q. In determining the exercise of management and 
the medium through which it was exercised by the Fisk 
firm. A. No, I don’t think it would have any particular 
significance as to that whether he did or whether he did 
not. 

Q. Did Barnum exercise his management as a member 
of the board of directors, executive committee, or what? 
A. I don’t know. 

Q. When Mr. Barnum didn’t attend the meetings of 
the executive committee or the board of directors how did 
he exercise his managerial authority? A. I don’t know. 
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It very well may be that the decision was agreed upon 
before the meeting. I have heard of such things being 
done. 

Q. Do you know whether it was done in connection 
with the McCall Ferry project? A. No, sir, I do not. 

Q. Can you point to the minutes of any of the ex¬ 
ecutive committee meetings which show the exercise by 
Barnum of managerial discretion or authority? A. I 
don’t recall the contents of all the minutes and therefore 
I do not recall whether there would be any showing [7661] 
of that to be found in the minutes or not. I have not re¬ 
viewed them in seven or eight years. 

Q. When was ‘the Fisk firm paid for management 
services? A. About June of 1905 when the agreement 
was reached to give them the stock compensation that they 
received. I suppose that would be the date you refer to. 

Q. Was the management fee supposed to cover the 
completion of the project? A. That is my understand¬ 
ing. It seems to me to be a proper conclusion. 

Q. Is it customary to pay a fee years in advance of 
rendering the service as you claim was done in this case? 

• • • 

[7662] A. I don’t know. I am not an expert in that field. 
It is my understanding it was frequently done in the way 
it was done in the McCall Ferry project in those days. 
I don’t know what the present custom is. 

Q. What cost did Harvey Fisk and Sons incur in al¬ 
legedly managing the McCall Ferry Power Company? A. 
I don’t know. 

Q. What costs did the Fisk firm incur in connection 
with financing services related to McCall Ferry Power 
Company? A. I don’t know. 

Q. As a matter of fact, I take it you have no evidence 
of any costs? A. I have no evidence of any costs what¬ 
ever. We never found the Fisk records and therefore I 
just haven’t the slightest idea as to what costs they in¬ 
curred for either one of those functions. 
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Trial Examiner: Do you know the date when these 
records were destroyed? 

The Witness : I believe it was prior to 1924 which, as 
I recall it, was about the time of Mr. Fisk’s retirement 
from the firm. 

Trial Examiner: Were you given any details as 
to what occasioned the destruction of the firm records? 

The Witness: No, I wasn’t. Mr. Fisk did not know. 
His assumption was that the occasion of it was the liquida¬ 
tion [7663] of his partnership to relieve themselves of any 
further storage expense. I might add to that that the 
records we are speaking of now are the detail records. 
Certain of the records relating to financing, that is such 
things as prospectae and underwriting agreements and 
things of that sort, and numerous other financial records, 
were given by Mr. Fisk to Princeton University and be¬ 
came the foundation data for the Pliny Fisk Library at 
Princeton. 

• • • 

[7664] By Mr. Hall: 

Q. How did Mr. Fisk determine the value of Bar- 
num’s management services? A. I don’t believe I un¬ 
derstand your question, Mr. Hall. Are you asking me how 
he reached the conclusion they were the amount as stated 
in Part 9 of Exhibit 27 ? 

Q. Yes. A. I don’t know other than to consider the 
facts he had before him and to consider the amount of 
Barnum’s interest in his firm which he states to have been 
about 15 per cent and to have averaged $115,000 a year. 
I suppose he took all of those facts into consideration and 
arrived at the conclusion they were what he said they are. 
1 certainly don’t know what his mental process would have 
been. 

[7665] Q. Do you think the value of Mr. Barnum’s serv¬ 
ices, if he actually had been active manager for McCall 
Ferry, should be determined by the profits and income of 
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the Fisk firm from its banking business? A. I don’t 
know. It would seem to me that would be one of the in¬ 
dications of Mr. Barnum’s worth. I don’t know just how 
it would be used to assist Mr. Fisk in reaching his conclu¬ 
sion. As I said, I don’t know what the man’s mental 
process was. 

Q. Was Mr. Barnum’s share of the profits of Harvey 
Fisk and Sons reduced by reason of his alleged manage¬ 
ment of the McCall Ferry Power Company? A. I don’t 
know. 

Q. How much did Mr. Fisk estimate his firm’s alleged 
management services were worth? A. $150,000. 

• • • 

By Mr. Hall: 

Q. How much have you claimed in your original cost 
determination for these alleged management services? 
A. The amount claimed for management services was 
[7666] $199,570.31 which was the result of the selection of 
$25 per share as the cash value of McCall Ferry Power 
Company common stock to be used in computing the value 
of all services. It is stated on page 53 of Exhibit 26. 

Q. In other words, you claim approximately $49,000 
more than Pliny Fisk estimated his firm’s services to be 
worth, right? A. Yes, in the case of Fisk’s services 
there was more claimed than in the case of others. The 
use of $25 a share resulted in reducing other claims as to 
the value of services. 

Q. Do you have any evidence to show that Harvey 
Fisk and Sons actually received 17,537% shares of common 
and 1875 shares of preferred stock? A. The only evi¬ 
dence I have is what we have discussed for the last several 
days. 

Q. I am speaking now of management services. 

• • • 

The Witness: The evidence we have been discussing 
for the last several days was as to the total amount of 
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compensation Fisk received. The amounts of stock you 
mentioned, Mr. Hall, were received by Fisk for both man¬ 
agement and [7667] banking services. 

To answer more directly I have no evidence that the 
number of shares you mentioned were given to Fisk for 
management services alone. I don’t believe they were. 

By Mr. Halt.: 

Q. And you have no evidence to show the split for the 
purposes of determining banking services and management 
services? A. I have the evidence contained in Mr. 
Fisk’s affidavit. 

Q. But even Pliny Fisk claims only that his firm re¬ 
ceived at least as many shares as Bertron, Storrs and 
Griscom. Isn’t that so? A. No, that is not all he claims, 
as I recall it. 

Q. Will you refer to page 79 of Exhibit 27, specifically 
to paragraph 10? A. Yes, sir. Paragraph 10 reads as 
follows- 

Mr. King : Just a minute. If Your Honor please, 
I object to that question. I think, as a matter of fact, 
paragraph 10 has been read into the record verbatim 
at a prior time in this hearing. 

• • # 

[7668] Mr. King: I didn’t object to reading it into the 
record. I objected to further questions relating to 
paragraph 10 on page 79 of Exhibit 27 as being 
repetitive. 

Trial Examiner: Overruled. 

• • • 

The Witness: Mr. Examiner, I can not state what 
Fisk says in paragraph 10 any more precisely than para¬ 
graph 10 states it. 

Trial Examiner: Very well. That is your answer. 
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By Mb. Hall: 

Q. But on the basis of your information Bertron, 
Storrs & Griscom received only 7,462% shares of common 
stock, right! 

Mb. King: If Your Honor please, I object to that. 
We have been into that before many times. 


[7669] Trial Examiner: Objection sustained. 

By Mr. Hall: 

Q. Did you find any contract whereby the McCall 
Ferry Power Company or Susquehanna Contracting Com¬ 
pany agreed to pay Harvey Fisk and Sons for banking 
services! 


• • • 

The Witness: No, I don’t recall having found any con¬ 
tract covering banking services. 

[7670] Q. Did you find any evidence in the records that 
you exa min ed that the payment of a cash commission for 
banking services was considered by McCall Ferry or Sus¬ 
quehanna Contracting Company! A. No, sir. I think 
the books of McCall Ferry Power Company, and Susque¬ 
hanna Contracting Company account for the proceeds of 
the cash which came into McCall Ferry’s hands without 
there being any available to pay banking services. 

Was that an answer to your question! 

Q. I think so. 

Did you find in the records any valuation of Harvey 
Fisk and Sons’ banking services! A. You mean in Mc¬ 
Call Ferry Power Company or Susquehanna Contracting 
Company! 

Q. Or any place. A. No, nothing except Mr. Fisk’s 
statement in his affidavit. 

Q. Did you find any evidence of negotiations with Har¬ 
vey Fisk and Sons for the payment of their services! A. 
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Speaking now of banking or management or both? The 
answer will be the same, no, I didn’t find any. 

May I have that last question and answer read, please? 

(Question and answer read.) 

The Witness : I think I will have to modify that. There 
was evidence, as we have already discussed, of the pay¬ 
ment of [7671] banking services, in the exchange of cor¬ 
respondence between Bertron and Lee, Higginson. 

Q. You are referring now to correspondence related 
to part 11 of Exhibit 27 ? A. Yes, sir. 

Q. That refers only to compensation of Lee, Higgin¬ 
son and Company? A. That particular correspondence 
in part 11 refers only to the compensation of Lee, Higgin¬ 
son and Company. However, the records of Bertron, 
Storrs and Griscom, which are part 22 of Exhibit 27, show 
common stock which was compensation to Bertron, Storrs 
and Griscom for banking services. 

Q. What functions were performed by those interested 
in the financing? A. They varied, depending upon the 
person to whom you refer as those interested in financing. 

Q. The bankers who secured bond subscriptions? A. 
I think you will have to be a little more specific. Are you 
referring to Lee, Higginson? 

Q. I am referring to all the bankers. A. I don’t 
know who you are talking about, then. For example, do 
you count Lee, Higginson a banker? 

Q. Yes. A. Well, services performed by Lee, Hig¬ 
ginson, so far [7672] as I know, were those of raising the 
necessary funds to construct the project. 

Q. What did Harvey Fisk and Sons’ banking services 
consist of? 

• • • 

[7673] The Witness: So far as I know they consisted of 
raising the necessary funds to construct the McCall Ferry 
project. 


Donald Gunn, Cross 


1047 


By Mr. Halt,: 

Q. Do you know anything about the time and money 
of Harvey Fisk and Sons which went into the banking 
services of that firm? A. No, sir. As I told you, we 
never found Harvey Fisk and Sons’ records and there is 
no conceivable way for me to know what expense they in¬ 
curred either for banking, management, or anything else 
in connection with McCall Ferry. 

Q. Did you ask Fisk for that information? A. Cer¬ 
tainly, I asked him for his records and he said they were 
long since destroyed. 

Q. Did you ask Mr. Fisk what costs were incurred by 
the Fisk firm and what time was expended by that firm in 
connection with its banking services? A. I don’t think 
I asked him that because 1 wouldn’t expect a man to re¬ 
member his cost books for that length of time, at least the 
contents of his cost books. 

Q. Don’t you think Mr. Fisk would have been able to 
tell you whether it took them a month or two months? 
A. Are you referring now to time or cost? 

Q. I am referring now to time. A. As to how long 
—the time for what? 

[7674] Q. The banking services. A. You mean by that 
the length of time that Fisk’s firm required to obtain the 
subscriptions they did? 

Q. Yes. A. No, I don’t recall having asked him that 
specific question, but it seems to me that the records indi¬ 
cate, the records contained in Exhibit 27 give you, some 
indication of that. 

Q. What indication did those records give you? A. 
They indicate to me that Fisk took control of the McCall 
Ferry enterprise some time between the 15th of March and 
the 25th, and by the latter part of June the necessary sub¬ 
scriptions had been obtained. So I would say that the 
banking services, as they related to raising the money, lay 
within those dates. 
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Q. Do yon recall when the first 20 per cent call was 

made from the bond subscribers? 

• • • 

The Witness: June 1, 1905. 

By Mr. Hall: 

Q. Was that the first call made to the subscribers for 

[7675] the initial 20 per cent advance? 

• • • 

The Witness: My answer should have been May 15, 
1905. 

By Mr. Hall: 

Q. As of that date or as of a date shortly prior thereto 
all of the bond subscriptions had been obtained; right? 

A. Yes, sir, that is correct. 

• • • 

[7681] Mr. Hall: Mr. Examiner, I offer Exhibit Number 

173 for identification. This exhibit consists of two 
pages, was written by Gardiner M. Lane, and appears 
to be a memorandum or letter addressed to prospective 
subscribers of Lee, Higginson and Company, and fur¬ 
ther appears to have been written subsequent to the 
time that Harvey Fisk and Sons came into the picture. 
This was taken from the McCall Ferry Power Company 
file number 112. 

• • • 

(The document referred to was marked Exhibit 

Number 173 for Identification.) 

By Mr. Hall: 

Q. Mr. Gunn, are you familiar with this particular 
document? A. I think I recall having seen it some time 
in the past. 

Q. Was this one of the documents you obtained from 
the files of Lee, Higginson and Company? A. It ap¬ 
pears to have been. I believe that was my only [7682] 
source of it. 
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Mr. Hall: # # # May we have marked for identifi¬ 
cation, Mr. Examiner, as Exhibit 174, a document 
dated July 19, [10] 1907, taken from the Lee, Higgin- 
son and Company file, otherwise identified as McCall 
Ferry Power Company file number 112! 

• • • 

(The document referred to was marked Exhibit 
Number 174 for Identification.) 

By Mr. Hall: 

Q. Is this another one of the documents you obtained 
from the records of Lee, Higginson and Company, Mr. 
Gunn! A. Yes, sir, it appears to be. That would have 
been our only source of this document. It appears to me 
to be a letter written in an attempt to sell McCall Ferry 
financing to some of Lee, Higginson’s prospective cus¬ 
tomers. 

Mr. King: Respondent counsel acknowledges re¬ 
ceipt of Exhibits 173 and 174. 

Mr. Hall: This Exhibit 174 for identification is 
not all of the letter but the parts pertinent to what we 
have been discussing this afternoon. In other words, 
this is an [7683] excerpt from the Lee, Higginson and 
Company letter. 

Mr. King: May I have staff counsel’s statement, 
please! 

(Staff counsel’s statement read.) 

Mr. King: Mr. Hall, on page 2 of the exhibit for 
identification number 174, do the asterisks indicate the 
omissions! 

Mr. Hall: Yes, where omissions were made. 

• • • 

[7685] Mr. King: Mr. Examiner, some days ago Mr. 
Hall asked me to produce the Lee, Higginson and Com- 
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pany participation. I now hand it to him with the 
statement that that is the only copy we have and would 
like to get it back as soon as possible. 


• • • 


[7686] By Mr. Hall: 

Q. Mr. Gunn, was the Lee, Higginson and Company 
participation submitted to Mr. Lee prior to the date of 
his affidavit contained in part 8 of Exhibit 27? A. Yes, 
sir. The participation as you have it was submitted to him 
prior to the date of his statement and, as you notice, a 
considerable number of parts of the participation came 
from Lee, Higginson’s file. Most, if not all, of the docu¬ 
ments contained in the participation had at various times 
been made available to Mr. Lee before the participation 
in the form in which you now have it was formally pre¬ 
pared and given to him. 

Q. Was this complete participation submitted to Lee 
[7687] prior to the date of his affidavit? A. Yes, sir. 

Q. Is this the final participation? A. Yes, sir. 

Q. Did you say there were other drafts submitted to 
Mr. Lee before this final draft was prepared? A. Yes, 
I believe that is correct. I believe the first time I saw Mr. 
Lee I submitted to him a preliminary draft for his com¬ 
ments, and the draft you now have is the final form in¬ 
corporating his comments. 

Q. Do you have the preliminary draft you submitted 
to Mr. Lee? A. No. 

Q. What caused you to change the preliminary draft? 
A. Some minor suggestions Mr. Lee made. I don’t recall 
what they were. That suggestion that he made plus, I 
believe, perhaps some of the information we found in his 
files later, at least which he made available to us from 
his files. 



